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Industrial Products

in 2006
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Industrial Products represented about
25 percent of BNSF's freight revenue,
Overall, BNSF’s Industrial Products,

inchuding building products, construc-
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tion products, petroleum products,
chemicals and plastics products, and

food and beverages revenue grew

15 percent in 2006, Petroleum products
showed the most dramatic growth at
22 percent, due in part to the success
of our Fucl By Rail program. We also

saw double-digit revenue growth for
food and beverages, chemicals and

plastics, and construction producrs.
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Agricultural Products provided abourt
17 percent of BNSFs freight revenues.
Tortal Agricultural Producrs volume
for 2006 was up just over 6 pereent,
to nearly 973,000 units, with records

every quarter for volume and revenue.

The growth was primarily driven by

a more than 23 percent increasc in

corn shipments, and increases in bulk

foods, cthanol, and soybeans. The

efficicncy of the agricultural domestic

and export network also improved,

including a record number of shurtle

unit trains,
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Coal

in 2006

Coal céntributcd about 20 percent of
BNSF freight revenues. BNSF moved
an annual record 287.2 million tons of
coalin 2006, up 10.8 percent from the
previous annual record of 259.2 million
tons sct in 2005, BNSF also responded
to the rising valuce of Powder River

Basin coal in global encrgy markets.

Capacity expansion projects included

19 miles of new second main track and
18 milés of new third main track on

key coal routes.




!
!
i
j
v
'

e g




+

i

LAY S - TSRS




Consumer Produces

n 1006

Consumer Products represented
about 38 percent of BNSF freight
revenues, Our 6 percent volume
growth in Consumer Products was
driven primarily by double-digit
increases in our international
intermodal business arriving on
steamship at West Coast ports. We
also cxperienced 17 percent revenue
growrth in assembled motor vehicles
and shipments of vehicle parts

for import automotive companies.
Domestic intermodal business

also continued to grow, due to
demand from our rrucking pareners
and increases in long-haul trailer

and container traffic.
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LETTER FROM THE CHAIRMAN, PRESIDENT, AND CHIEF EXECUTIVE OFFICER

TO OUR SHA]:KEHOLDERS, CUSTOMERS, AND COLLEAGUES

The demand for rail transportation has

increased dramatically. In 2006, BNSF con;

rinued to set-historic records in volume and!

revenue. We earned nearly $15 billion in revlenuc
for 2006, and the 10.6 million units we handled

in 2006 represented a 6 percent increase over
2005. Our volume has increased by 3¢ percent
since 2001 and by more than so percent since

1996. Although we are growing at a faster rate:

than most railroads, the entire industry is
participating in this surging rail demand.

Several factors have contributed to our growth.

These include the increase in transpacific
container shipments arriving at West Coast
ports and the increase in intermodal partner-
ships with trucking firms thar are turning
to railroads to help them cope with highway.

congestion, driver shortages, environmental

concerns, and higher fuel costs.

We are also secing increased demand for '
cleaner-burning, low-sulfur coal from

the Powder River Basin, as an inexpensive
alternative to natural gas and an environ-
mentally friendly alternative to Eastern coal

sources. Grain demand is also increasing as

PAGE 9

the popularity of ethanol rises and grain
exports increase to China, India, and ot}}er

Asian Pacific countries.

INCREASING DEMAND FOR
RAIL TRANSPORTATION

A comprehensive Department of Transportation
(DOT) study, released in 2003, identified key
advantages of freight rail in meering the nation’s

freight transportation needs:

» Railroads reduce pressure on the nation’s high-

ways. In 2000, railroads handled 28 percent
of the nation’s freight mile ronnage. If that
same volume moved by truck, truck traffic on
our already crowded highways would increase
nearly so percent. Intercity truck craffic
would more than double. Expanded use of rail
opens more highway capacity for auromobiles

and reduces wear and tear on the roadways.

' Freight rail is a critical link in the nation’s

intermodal nerwork, serving the trucking and
maritime shipping industries and supporting
our global competitiveness. At the nation’s
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' largest ports in the Los Angeles basin, rail
handles abour so percent of the imports
destined for inland locarions.

*» Railroads can benefit the environment. Accor-
ding to the U.S. Environmental Protection
Agency, a truck emits about three times more
nitrogen oxides and particulates than a loclo-
motive per ton-mile. Railroads are also testing
alternative fuels — including liquefied natural
gas, fuel cells, biodiesel, and hybrid locomo-.

tives — that could further reduce emissions.

» On average, railroads are at least three times
more fuel efficient than trucks. If 10 pcrcclnt
of the freight on the highways were diverted
to rail, the nation could save up to 200

. million gallons of fuel annually.

The same DOT study ancicipates that the
demand for freight transportation will increase
by nearly 70 percent between 2000 and 2020}

_ This means significantly more freight traffic !for

all transportation modes, including railroads!

In 2006, BNSF saw clear evidence of that
growth, with more than 10 percent growth in
coal volumes; 6 percent growth in agricultural

commodities; 2 percent growth in industrial

products; and 6 percent growth in consumer

products, including our domestic and interna-
tional intermodal business. Volume growth has

been steady for these business units since zo03.

Despite all of the year’s achievemenes, however,
we were very disappointed in our employee
safety performance. Qur reportable injury
frequency ratio of 1.41 per 200,000 work hours
was slightly higher than our 2005 ratio and was
the first time in many years that we have not

. seen a year-over-year improvement. Of even

greater concern, we had three employee faralities
in 2006. Although BNSF has one of the lowest
employee injury rates in the transporeation
industry and in U.S. industry overall, we clearly
have more work to do toward our goal of an

injury-free and accident-free workplace,

We were encouraged, however, that the safety
of our train operations improved 11 percent
over 1005, as measured in incidents per million
train milés. We also continue to have the lowest
highway-rail grade crossing incident rate among
U.S. Class I railroads. BNSF continues to pro-
vide one of the safest options for movement of

freight across the nation.

PAGE 10




LETTER FROM THE CHAIRMAN, PRESIDENT, AND CHIEF EXECUTIVE OFFICER

BNSF spent more than $2.7 billion
on fuel in 2006, making it one of our
largest expenses. [n response to high
fuel costs and price volatility, BNSF \
established a fuel surcharge program,
which recovers most of BNSF’s increased
fuel expense. In early 2006, BNSF was
the first railroad to implement a mileage-
based fuel surcharge for coal and
agricultural preducts customers rather
than a revenue-based program. This
approach bertrer aligns the surcharge
with fuel consumption based on weight,

distance, and fuel intensity.

N
KEEPING THE RAILROAD STRONG and terminal handling — so that we eliminare

inefficiencies and gain more productive use

of our track, terminals, and equipment.

Our ability to handle growing demand can:be
Y ) b 5 . With the focused effort of thousands of
sum mcd UP 1n one¢ WOl'd: capacn:y. We must PI'O‘ .
. : . . . BNSF people across our network, we improved
vide capacity to handle increasing volumes and , )
. —_ [, locomotive velocity by more than 2 percent,
consistently meet customers’ service expectations. . , ,
measured in average miles per day comparing

Our capacity starts with a strong railroad. i | the fourth quarter of 2006 with 200s. This

In 2006, we kept our rail assets strong by | improved efficiency was the equivalent of
investing approximartely $1.2 billion on capiral adding about 125 locomotives to our quct. And
maintenance, including rail, tie, ballast, bridge, we improved overall railcar velocity by nearly
and signal renewal. As a percentage of revenue, g percent during the same period, measured in
the rail industry spends far more than most ' car miles per day — the equivalent of adding
industries on maintenance and renewal to ensure 7,600 railcars to our car supply. The resulc was
the reliability and safety of its physical plar]1t. improved capacity to meet the needs of our

: . ) customers with existing assets and improved
We also strengthened our operation by increas- .

) . ) . service to our customers.

ing the velocity of our locomotives and ratlcars.

This means much more than increased average Increasing capacity includes our strategic

train speed. Qur aim is co reduce the time chat agreements to expand our network and open
freight is stationary and the number of times new markets for customers. In October 2006,
it is handled. We scrutinize every element of we announced a joint agreement wich CSX

our operation — from loading and unlo;dihg Corporation for an intermodal rail corridor
processes with shippers, to the scheduling of connecting California with Atlanta, Charlotee,
our track and signal maintenance, to the impact and the rest of the Southeast. This seamless,

of train makeup on intermediate switching single-line service rolled out in February 2007

PAGE IT
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with new double-stack intermodal trains daily
between the West Coast and Southeast in each
direction. Corridor volume is expected to expand
quickly, increasing our presence in Atlanta and

other fast-growing Southeast markets.

Capacity also encompasses people. We must
have the right people in che righe place ac che
right time to manage our record volumes,
especially as baby boomers retire. We hited
more than 4,700 employees in 2006, many as
an offset to attrition. Over the past five years,
more than 16,000 new employees have joined
BNSF, and we have increased the size of our
workforce by 9 percent,

Many of our new employees have been recruited
from the military. We hired about 750 vctcral|15
in 2005 and about 1,000 in 2006. In fact, BNSF
was named among the “Top 25 Most Military
Friendly Employers” by G.1. Jobs, a national mag-
azine that helps military members and vctcrarlls
search for civilian employment. The Dcpartm!cnt
of Defense also recognized BNSF with one of]
its highest honors, the 2006 Employer Support
Freedom Award, for our support of the National
Guard and Reserve over the past several years;

Employees at the Network Operations
Center {(NOC) in Fort Worth manage
train operations across the BNSF system
using tools like the Train Management
and Dispatch System (TMDS).
Dévelopcd by BNSF and instalied in
2006, TMDS is a state-of-the-art train
dispatching and freight management
software that enhances safety and
productivity. TMDS replaces legacy
dispatching systems and allows BNSF
to integrate technology that ensures
operational safety, including the
Electronic Train Management System
curtently under development.

We also increase capacity through technology.
Our Network Operations Center in Fort
Worth, where we dispacch and oversee the
movement of nearly 1,500 trains a day, provides
state-of-the-art technology that enables us to
tightly manage our network and assets, improve

service and safety, and maximize capacity.

In 2006, BNSF’s leadership in technology
was affirmed with broad national and inter-
national recognition — including awards

for our customer service technology, our wire-
less telecommunications applications, our
budgeting and forecasting technology, and
the quality of our business intelligence

and data warehousing.

To furcher enhance safety and efficiency, we
continued working with Wabtec Railway Elec-
tronics on the Electronic Train Management
System (ETMS). This technology uses global
positioning satellite (GPS) data and BNSF
track and dispatching data to prevent train
collisions and over-specd accidents, meeting
key criteria identified by the National Trans-
portation Safety Board. The Federal Railroad
Administration recently approved our Product

PAGE 12
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Safety Plan for ETMS, which allows us to more
broadly implement this leading-edge tcchnlology

on portions of our nerwork.

BALANCING EXPANSION '
WITH RETURNS ON INVESTMENT

In our capital program, we have continued)stra-
tegic investments in expanded track, yards,jand
terminals; track renewal; new locomotives;
and technology. Over the last three years, we have
spent more than $1.75 billion in expansionjcap-
ital. So we were ready with the needed physical

cap:lcity as customer dcmand and volumes|rose.

We have increased our capital commitments
to meet the current demand for freight rail
transportation as well as forecasted volume
growth because of continuous improvemént in
" our returns. For 2006, our return on invested
capital (ROIC) was a record 11.4 percent,
a significant improvement from 1o percent
in zoosaand 7.9 percent in 2004. (For more
informartion on ROIC, see the calculation

following Item 6 in our attached Form 10-K.)

LETTER FROM THE CHAIRMAN, PRESIDENT, AND CHIEF EXECUTIVE OFFICER

Improved returns allow us to increase capacity,

enabling us to handle more freight and further

relieve the pressure on our highway system. The
result is a stronger transportation infrastructure
for our nacion and a more reliable supply chain for
our customers. At BNSF, we have strategically
identified the most important opportunities

for capital expansion in line with improving
returns, by prioritizing routes and facilities

requiring more capacity to handle growth.

In 2006, our $2.67 billion in capital improvements
included acquisition of 362 new high-horsepower,
high-efficiency locomotives. By the end of 2006,
nearly 6o percent of our 5,000 road locomotives

were less than 10 years old.

We also added abour 33 miles of second main
track on our main line between Chicago and
Los Angeles. All but 1 miles of this high-volume
2,200-mile route were double track, as of the
end of 2006. Last yeat, we ran 100 trains per
day on this expanded main line, compared with
6o per day in 2000.

In addition, we built 18 miles of chird main track
and 19 miles of second main track on the coal
line in Wyoming and Nebraska and expanded

PAGE I3
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our yard at Lincoln, Nebraska, to support record
coal volumes, Qur coal train numbers have also
grown, from an average of 48 trains loaded per

day in 2000 to 55 per day in 2006.

At our Logistics Park-Chicago, we added track
and 97 more acres of parking and storage. This
facility’s intermodal lift capacity has increased
from 400,000 when it opened in 2002 to nearly
1 million units annually. To furcher increase
capacity, we plan to develop a 1,000-acre logis:
tics park near Gardner, Kansas, which should
be ready by late 2008, We are exploring similar
expansion at other locations, including a
Memorandum of Understanding to explore
a rail intermodal project with the City of
Victorville, California,

LOOKING TO THE FUTURE

All of our investments in capital, asset utilization,
people, and technology help ensure we have the
capacity to meet our customers’ transportation
nceds, while also improving our network fluidity,
operating reliability, and fuel efficiency. Thcsé

investments aiso benefit the U.S. economy, as

we commit more capital to efficiently handle

increasing freight volumes.

We’ll address capacity constraints again with
our planned $2.75 billion capital expenditures
in 2007. This will include $750 million in track
and facility expansion to meet unprecedented
demand for rail transportation and more than
$1.6 billion to keep our infrastructure strong
by refreshing track, signal systems, and struc-
tures. But we must continue to have sustainable
adequate returns on investment as well as sound
public policy to support continued investment
and expansion. We've made it clear to public
policy leaders on the state and federal level

that we need help if our nation’s leaders want
sufficient infrastructure o handle growing
demand for rail transportation and relieve

highway congestion,

I strongly support a Senate bill that would
provide a 25 percent federal tax credit over
five years for companies that invest in rail
expansion projects, If passed, this bill would
enable railroads to substantially increase

capital expenditures and expand the nation’s
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LETTER FROM THE CHAIRMAN, PRESIDENT, AND CHIEF EXECUTIVE OFFICER

Across our network, our employees
regularly contribute to the communities
where they live and work. They show
their generosity daily through blood
drives, mentoring for Junior Achieve-
ment, volunteering with the Boys &
Girls Clubs, collecting toys for the
Salvation Army Angel Tree program,
donating money and time o local
United Way agencies, and more. In
addition, the BNSF Foundaticon has .
distributed more than $25 million since
2001 to help these organizations and
hundreds of others in communities

across our network,

1
transportation infrascructure with minimal areas — franchise, service, return, people, and
impact on our customers’ rates. community. The initiatives we've built around

As a final note, Jeff Moreland, a valued each of these focus areas were a significant

member of our Executive Team with more than

reason for our progress in many parts of our

. . business. At the same rime, we have some
28 years of dedicated service to our company, . . .
, o challenges ahead, including a critical focus

announced that he will retire in 2007, We thank
. i on our employee safery performance as well
Jeff for his wise counsel and leadership, most ) : i ,
. as continued improvements in velociry.

recently of our Law, Government Affairs, and

Corporate Relations teams. Roger Nober, Yho BNSF and our predecessor railroads have been.
served several years as Chairman of the Surface an essential fixture of the U.S. economy and
Transportation Board, has taken over as | landscape since 1849, and the economic value
Executive Vice President Law and Secretary. of our industry is expanding every year. Given

) ) . | what I believe is the best team in che industry,

As I review our accomplishments in 2006, ] am .
L we definitely have a lot to celebrate. More

most proud of the concributions our 41,000 ) i )
importantly, we are laying the foundacion for

employees made to each of our strategic focus .
an even better year in 2007.

MIATTHEW K. ROSE
CHAIRMAN, PRESIDENT, AND CHIEF EXECUTIVE OFFICER
FEBRUARY 16, 2007
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Consolidated Financial Highlights

DOLLARS IN MILLIONS, EXCEPT PER SHARE DATA

DECEMBER 31, 2006 2005 2004 2003 2002
For the year ended:
Revenues $14,985 $12.987 $10,946 $ 9,413 $ 8,979
Operating income $ 3,517 $ 2,922 $ 1,686" $ 1,665 £ 1,656
Income before cumulative effect of accounting change $ 1,887 $ 1,531° $ 791b & 77V $ 760
Basic earnings per share (before cumulative effect of

accounting change) $ 5.23 $ 412 § 2.94b $ 2.10° $ 201
Average basic shares 361.0 371.8 . 3700 369.1 378.0
Diluted earnings per share (before cumulative effect .

of accounting change) $ 510 | § 401* § 270" § 209 § 200
Average diluted shares 369.8 3818 376.6 3723 380.8
Dividends declared per common share $ 0490 £ 074 $ 064 $ 054 $ 048
At year end:
Total assets $31,643 $30.304 $28,925 $26,947 $25,767
Long-term debt and commereial paper,

including current portion $ 7385 $ 7154 $ 6,618 $ 6,684 § 6,814
Stockhelders’ equity $10,39%6 $ 9.508 $ 9.3 $ 8,49% $ 7932
Net debr 1o total capiralization © 40.3% 42.7% 39.9% 44.0% 46.1%
For the year ended:
Total capital expenditures $ 2,014 $ 1,750 $ 1,527 $ 1,726 $ 1,358
Depreciation and amortization $ 1,130 $ 1,078 $ 1.2 £ 910 $ 931

=

2005 operating income, income before curnulative effect ofaccounting chi

ange and earnings per share include an impairment charge relared to an agreement

- | q1: . .
vo sell certain line segments to the State of New Mexico in the futere of $71 million pre-tax, $4.4 million nec uft:_lx, or $o0.12 per basic and diluted share.

o

1004 operating income, income before cumulative effect of accounting change and earnings per share include a charge for a change in estimate of unasserted

ashestos and environmental liabilities of § 46¢ million pre-tax, $288 million net of tax, or §0.78 per basic share and $0.77 per diluted share, as described in

Note 10 to the Consolidated Financial Statements.

¢ 1003 income before cumulacive effect of accounting change excludes che favorable cumulative effect of an accounting change of $39 million, net of rax,

ar $o.1:1 per basic share and $o.1c per dilured share.

d Net debet is calculated as coral debe (long-term debt and commercial paper plus long-term debt due within one year) less cash and cash equivalents,

and roral capiralizatien is calculated as the sum of nec debr and total stockholders’ equity.
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Part | ' : '

Item 1. Business . .

Burlington Northern Santa Fe Corporation {BNSF, Registrant or Company) was incorporated in the State of Delaware on
December 16,-1994. On September 22, 1995, the shareholders of Burlrngton Northern Inc. (BNI) and Santa Fe Pacrfrc Corporatron
" (SFP} became the shareholders of BNSF pursuant to a busrness combination of the two companres

On December 30, 1996, BNI merged with and into SFP On December 31, 1996, The Atchison, Topeka and Santa Fe Railway
Company merged with and into Burlington Nofthern Hailroad Company (BNRR), and BNRR changed its name to The Burlington
Northern and Santa Fe Railway Company. On January 2, 1998’ SFP merged with and into The Burlington Northern and Santa Fe i
Railway Company: On January 20, 2005, The Burlington Nerthern and Santa Fe Rarlway Company changed its name to BNSF
Railway Company {BNSF Railway),

Through-its subsidiaries, BNSF is engaged primarily in the freight rail transportation business. At December 31, 2006, BNSF and
its subsi_diariee. nad approximately 41,000 employees:The rail operations of BNSF Railway, BNSF's principal operating subsidiary,
. comprise one of the largest railroad systems in North America. BNSF Railway's business and operations are described below.

BNSF's internet address is www.bnsf.com. Through this intarnet wabsite (under the *Investors” link), BNSF makes available,
free of charge, its Annual Report on Form 10K, Quarterly Reports on Form 10-Q and Current Reports on Form 8-K, as well as
all amendments to those reports, as soon as reasonably practicable after these reports are electronically filed with or furnished
to the Securities and Exchange Commission (SEC). Filing on Forms 3, 4 and 5 are also available on this website within one day-
after filing with the SEC. BNSF's annual CEQ certification filed pursuant to the New York Stock Exchange’s Corporate
Governance Listing Standards is filed as an exhibit to thrs Form 10-K. BNSF also makes available on its wehsite other previously
filed SEC reports, regrstratron staternents and exhibits'via a link ta the SEC's website at www.sec.gov. The following documents
are also made ava:lable on the Company’s website, and a copy. will be mailed to shareholders, without charge, upon request to
Investor, Helatrons :

» Code of Business Conduct and Ethics for Dlrectors .

¢ Code of Ethics for the Chief Executive Officer end Semor Frnancral Officers * b

+ Code of Conduct for Salaried Employees

* ‘Code of Business Conduct and Ethics for Scheduled Employees

« Corporate Governance Guidelines

e Charters of the Audit, Compensation and Developmem and Directors and Corporate Governance Committees

Further discussion of the Companys busrness mcludrng equrpment and business sectors, is incorporated by reference from
Iltem 2, Propertres R o ‘ S,

Item 1A. Risk Factors

The Company faces intense competition from rail carriers and other transportation providers, and its failure

to compete effectively could adversely affect its results of operations, financial condition or Iiguidity

The Company operates in a highly competitive business environment. Depending on the specific market, the Company faces
intermodal, intramodal, product and geographic competition. For example, the Company believes that high service truck lines,
due to their ability to deliver non-bulk products on an expedited basis, have had and will continue to have an adverse effect on
the Company’s ability to compete for deliveriés of non;bulk, time-sensitive freight. While the Company must build or acquire and
maintain its rail system, trucks and barges are able to use public rights-of-way maintained by public entities. Any material increase
in the scope and quality of these alternative, methods or the passage of legislation granting greater latitude to motor carriers
with.respect to size and weight restrrctrons could have an adverse effect on the-Company's results of operations, financial
condition or liquidity.
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A downturn in the econamy or change in government pohcy cou!d negatively impact demand for the

Company’s serwces o . N

Significant, extended negative changes in economic condmons that impact the producers and consumaers of the commod|t|es
transported by the Company may have an adverse effect on the Companys operating results, financial condltlon or liquidity. In
addmon changes i in Unrted States and fore|gn government pohmes could change the economic environment and aﬁect dernand

for the Company's servrces For example, changes in cleanl air Iaws may |mpact demand for coal, and Unrted States and forergn .

government agnculture subsrdles may impact the demand for gram

As part of its rarlroad operations, the Company frequently transports chemn:als and other hazardous materials.

The Company is required to transport these commodities to the extent of its common carrier obligation. An accidental release
" of these commodities could result.in a 5|gn|froant loss of hfe and extensive property damage. The associated costs could have
an adverse effect on the Company's operating results, f|nan0|a| condition or liquidity.

Future acts of terronsm or war, as wel! as the threat of war, may cause srgmfrcant disruptions in the Company 5.
business operations. - - .

"

Terrorist attacks, such as those that ocdurre‘d on September 11, 2001, as well as the more recent attacks on the transportation |

systems in Madrid and London, any government responseito those types of attacks and war or risk of war may adversely aﬁect

the Company's results of operatsons fmanaal condition or I|qmd|ty The Company's rail lines and facilities could be direct targets

or indirect casualties of an act or acts of terror, which could cause significant busmess interruption and result in.increased costs
and liabilities and decreased revenues, WhICh could"have an adverse effect on its Qperating results and financial condition. Such
effects could be magnlfled if releases of hazardous matena!ls aré |nvolved Any act of terror, retallatory strike, sustained military
campaign or war'or risk of war may have an adverse impaci ton the Company s operating results and fmanmal condition by causing
or resulting in unpredictable operating or financial condmo‘ns including disruptions of rail lines, volatlhty or sustained increase
of {uel prices, fusl shortages general economic decline and instability or weakness of financial markets which could restrict the
Company's ability to raise capital. In addition, insurance premiums’charged for same or all of the coverage currently rnalntamed
by the Company could increase dramatically or certain coverage may not be available to the Company in the future.
The Company is subject to stringent environmental Iaws and regulatrons, whrch _may impose significant costs
on its business operations. ‘ . . .
The Company S operations are subject to extensive federal State and local, enwronrnental taws. and regulatlons concermng
among other things, emissions to the air; discharges to waters; the generation, handlmg, storage, transportation and disposal
of waste and hazardgus materials; and the cleanup of hazardous material or petroleum releases. In addition, many of the Company's
land holdings are and have been used for industrial or transportation-related purposes or leased to commercial or industrial
companies whose activities may have resulted in discharges onto the property. Environmental liability can extend to previously
owned or operated properties, leased properties and propell'ties owned by third parties, as well as to properties currently owned
and used by the Company. Environmental liabilities have arisen and may continue to arise from claims asserted by adjacent
landowners or other third parties in toxic tort litigation. The Company has been and may continue to be subject to aIIeganons or
findings to the effect that it has violated, or is strictly liable under, these laws or regulations. The Companys operatlng resuits
financial condition or liquidity could be adverse|y affected as a result of 'any of the foregoing, and it may be required toincur
significant expenses to investigate and remediate enwronmental contamination. The Company records’ liabilities for environmental
cleanup when the amounit of its liability is both probable and reasonably estimable, - .
The Company's future success depends on its abmty to continue-to comply wrth the signifil icant federal state -
and local governmental regulations to which it is subject. T L ey
The Company is subject to a significant armount’of governmental regulation with respect to its rates and practices railroad
operations and a variety of health, safety, labor; envrronmental and other matters. Failure to comply with ‘applicable laws and
regulations could have a material'adverse effect on the Company Governments may change the legislative framework within
which the Company operates without prowdmg the Company with any recourse for any adverse effects’ that the change may
have on its business. Also, some of the regulanons requrre the Company to obtain and maintain various licenses, permits and
other authorizations, and it cannot assure- that it will contlnue to be able to do so. Increased economic regulation of the rail

industry could negatively impact the Companys ahility to determrne prices for rail services and to make capital improvements

to its rail network, resulting in an adverse effect on the Company’s results of operations, finanéial condition or liquidity.
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The availability of. qualified personnel and an agrng workforce may adverse!y affect the Company's operatrons .
Changes in demographrcs training requirements and the availability of qualified personne\ particularly train crew members,
could negatively impact service levels: In addition, approxrmately 40 percent of the workforce willbe elrgrble for retirement within |
the next 10 years. The Company's eftorts toattract andifetain qualrfred personnel may be hindered due to increased demand in
the job market. Unpredrctable increases in demand for ra|| services may exacerbate these risks and may have an adverse effect
an-the Companys operating results; frnancral condltron or Iqu|d|ty Sy . - . Lo
Most of the Company s employees are represented by unrons, and failure to successfu”y negotrate collective
bargaining agreements may result in strikes, work stoppages, or substentrally hrgher ongoing labor costs. )
A significant majonty of BNSF Railway's employees are ynion-represented. BNSF Rarlway 5 unron employees work under coilectrve
bargaining agreements with various labor orgamzatrons A negotiating process for new, ma|or collective bargarnrng agreements
covering all of BNSF Railway's union employees hds been underway since the bargarnrng round was initiated on November 1, 2004.°
Wages, health and welfare beneﬁts work rufes and other i issues have traditionally been’'addressed through |ndustry-wrde
negotiations. These negotratlons have generally taken p\ace over an exiended period of time and have previously not resulted in
any extended waork stoppages The exrstrng agreements have remained in effect and will contrnue to remain in effect until new
agregments are reached or the Rarlway,Lebor Act'’s procedures (which include rmediation, cooling-off periods and the possibility
of Presidentia! intervention) are exhausted. While the negotiations-have not yet resulted in any extended work stoppages, if the

. Company is unable to negotiate acceptable new agreements,, "it could result in strikes by the affected-workers, loss of business

and increased operating cests as a result of highsr wages or benefits paid'to union members, any of which ¢ould have an adverfse
effect on the Company s operating results, frnancral condrtron or I|qu|drty

I

"Severe weather end natural disasters could drsrupt norma! busmess operatrons whrch would result in mcreased costs
“and liabilities and decreases in revenues.’ - '

b

The Company’s success is dependent on its ability 1o operate its railroad system efficiently. Severe weather and natural drsasters
such as tornados, flooding and earthguakes, could cause significant business interruptions and result in increased costs and
liabilities and decreased revenues. In addition, damages to or loss of use of significant aspects of the Company’s infrastructure
due to natural or man-made drsruptrons could have an adverse affect on the Company’s operating results, financial condition or
liquidity for an extendsd penod of time until repairs or. rep\acements could be made. Additionally, during natural disasters, the

- Company's workforce may-be unavarlable which could result in further delays. Extreme swings in weather could a\so negatrvely

affect the performance of locomotives and rolling stock.
i

l ‘ .
Fuel supply availability and fuel prices may adverse.'y affect the Company's results of operations, financial condition
or liquidity. r l .
Fuel supply availability. could be |mpacted asa result of limitations in refining capacrty disruptions to the supply cham or rising

_globa! demand. A'si gnrfrcant reductlon in fuel avaliablhty could impact the Company s ability to provide transportation services
* atcurrent levels; |ncrease fuel costs and impact the economy. Each of these factors could have an adverse effect on the Company’s

operating results; frnancral condition or ||qurd|ty Addrtlonally, the Company is expected 1o be able. to offset a significant portion
of the anticipated higher fuel costs through its fuel surcharge program in 2007 However, 1o the extent that the Company is unable
to maintain and expand its existing fuel surcharge program increasés in fuel prices could have an adverse effact on the Company's
operating results, financial condrtlon or liquidity.

The Company depends on the stabrlrty and averlabrhty of its rnformatron technology systems.

The Company relies on information technology in‘all aspecis of its busrness A srgnmcant disruption or failure of its rnformatron
technology systems could result in service |nterrupt|ons safety farlures security violations, regulatory comoliance failures and
the inability to protect corporate information assets agarnst intruders or other operationat difficulties. Although the Company has
taken steps to rnitigate these risks, including Businesé Continuity Planning, Disaster Recovery Pianning and Business Impact
Analysrs a significant disruption.could adversely affect the Company’s results of cperations, financial condition or liquidity.

: Addrtlonalty, if the Company is unable to acquire or |r'np|ement new technolegy, it may suffer a competitive dlsadvantage which

could also have an adverse effect on the Company's results of operations, frnancral condition or liquidity.
. l
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Personal i m]ury claims constitute a srgmf' cant expense, and i mcreases in the amount or, severity of these claims could

adversely affect the Company’s operatmg results,
. The Company is subject to various personal injury claims

v I

by third parties.and employees lné:luding claims' by employees Who

worked around asbestos until 1985, when its use at BNSF was substantially eliminated.-Personal injury claims by BNSF Raitway
employees are subject to.the Federal Employees Liability Act {FELA}, rather than state workers' compensation laws. The Company
believes that the FELA system, which includes unscheduled awards and a reliance on the jury system, has contributed to increased
expenses in the past. Future ‘events, such as increases |n the number of claims that are filed, developments in legislative and

judicial standards and the'costs of settlmg clalms, could r

.

Item 1B. Unresolved Staff Comments
None. *

A §

'L-'

L

esult in an adverse effect on the Company's operating results. . « !
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" Item 2. Properties R oA L , T

TRACK CONFIGURATION o |

‘ BNSF Railway operates over a railroad system consisting of approxmately 32 000 route m|les of track (excluding muitipie main
* tracks, yard tracks and sidings), approximately 23,000. mrles of which are dwned route miles, including easements,.in 78 states

and two Canadian provinces as of December 31, 2006 ‘Approximately 9, 000 route miles of BNSF Railway's system consist-of
trackage rights that permst BNSF Rariway to operate |ts trains with its crews over other railroads’ tracks

[ _.t.

' As of December 31 2006 the total BNSF Railway system,.rncludmg single and multiple main tracks,. yard tracks and 5|d|ngs

cons&sted of approxmately 49,000 operated miles of track all of which are owned by or held under easement.by BNSF Railway
except for approximately 10,000 route miles operated under trackage rights. At December 31, 20086, approxrmately 26,000 milés

. other equrpment as ‘of the dates shown below

of BNSF Railway's track consisted of 112- -pound per yard or heavrer rail, incluging apprommately 20,000 track miles of 131-pound

per yard or heavier rail., ) . Lo
B - . l

+

'EQUIPMENTCONFIGUHATION N

©

.

?

ot

BNSF Railway owned or had under non- cancelab e Ieases exceedrng one year the followang umts of rarlroad roilmg stock and

.F

1
*
!
i
i

R At Docember 31, 2006 . 2005 2004
Locomotives . . & . e s 6330 5,790 5,715
Freight cars: - - ‘ ; -

Covered hopper ' ! 33,488 34,631 ' 35,066
Gondola ’ 13,998 12,579 ‘16,070
* Open hopper _ ! 1,277 - 10973 11,257
‘Flat . R ; 11,382 . .. 8537, 8,132
SBox. . - T TP . 8937 . 8,685, . 9,652
Refriger_étorf : “ L. Lo ; 4,631 - ..4:983 © 5,420
Autorack . - P ; 641 v. 748 894
Tank - - T i 426 422 612

© Other C e . .,341. . - 323 273
Total freight cars « (R ot 85,121 . 81,881 . 87,376
Domestic chassis N 12,849 12,649 9,846

Company service cars : . 3,982 4,091 3,999 .-
_Domestic containers . - , '3,275 10,412 10,601
Trailers. $ 1,209 - 1,916 . 2,152
Commuter passenger cars = 165 - 179 166
Average age from date of manufacture—locomoti\ie fleat (years)® 15 15 15
Avérage age from date of m'anufacture—‘freight car flest (years)® oo 14 - 15 o 16

a  These averages are hat weighted to ref\e_ct the greater cépacities of the newer equipment.
- . . _\
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CAPITAL EXPENDITURES AND MAINTENANCE I PR AN PES B L
CAPITAL EXPENDITURES ’ ' § ' A I A i i
The-extent of the BNSF Railway's maintenance and_capaclity program is outlined in the following table: .., .~ . . .= -,
) . s .. . - T e

Year ended December 31, ', : £ 12007 Estimate ..'*_ - 2006 | v L2005 e . 2004

. . . . i - = PR B B - - o :» [ [ :
Track miles of rail laid- ' 1,056 - - 854 7 695
Cross ties insefted (thoueands}E S e ' 3,552 Tt T2,887 (v T 371 7 - 2,695
Track resurfaced {mrles) o IS N ¥ 324' - '12,588 - 7 12 790" T 1,450
a lncludes both marntenance of emsung route system and expansmn pro;ects Expendltures for these marntenance programs are pnmanly .
- capitalizéd. v 4

A breakdown of the Company’'s cash capital expenditures for the three years ended December 31, 2008, is incorporated by .
reference from a table in ltem 7 Management’s Discussion and ‘Analysis of Financiai Condition and Hesults of Operatrons under.

the heading L|qmd|ty and Capltal Resources Inves‘ung Actlwtles . ) . - - -

BNSF s planned 2007 capltal commitments are |ncorporated by reference from Item 7 Management S Dlscussron and Ana|y5|s
of Financial Condition and Results of Operations under the heading “Executive Summary: Business Outlook for 2007 ’

- e ) ' , P a0y

MAINTENANCE

} Toee 4T . ‘ i -_ . \,‘ o
As of December 31, 2006, GeneraI‘EIectnc Company, Alstom Transportation, Inc. and-Electro-Motive Diesel, Inc. performed
locomotive maintenance and overhauls for BNSF Rallway at its facmtres under various maintenance agreements that covered

appro><|mate|y 4,150 Iocomotlves
7 S

A : : : ) N
.
A

PROPERTY AND FACILITIES

LB SRR TS

'BNSF Railway operates various fa_cilities‘ ‘and equipment to support it transportation system, including its infrastrur_:'mre and
locomotives and freight cars as previodsly described. It also owns or leases other equipment t0 support rail operations, incliding
highway trailers, containers and vehicles. Support facilities for rail operations'include yards and terminals throughout its rail
network, system-locomotive shops to.perform lecomotive servicing and maintenance, a centralized network operations center

““for train dispatching and network opérations monitoring elm_d management in Fort Worth, Texas, regional dispatching centers,

. computers, telecommunications equipment, signal systems and other support systems. Transfer facilities are maintaingd for

- rail-to-rail as well as intérmodal transfer gfgontaLners, trei_lelr_s_.and other freight traffic. These facilities include 33 mejgr-i'ntermgdel

hubs located across the system. BNSF Railway’s largest intermodal facilities in terms of 2008 volume were as follows:

For

" Intermodal Facilities . ' Ta o L e -Lifts
Hobart Yard (Los Angeles, Catifornia)® A : 1,240,000
© CorwithYard (Chicago, Illinois}  * | ) S ) ) : * 757,000
Logistics Park (Chicago, lllinois} : ' . 727,000
Willow Springs (lllinois) . o ‘ et oEn e S _698,000
_ Alliance [Fort Worth, Texas) " o T T ..+ 587,000
San Bernardino (California) - [ ST " 569,000
Cicero {Iliinois} S ‘ ’ _ 533,000
Argenting (Kansas City, Kansas) L - ‘ : 372,000
Memphis (Tennessee) . ' ' ) l 318,000
Seattle International Gateway {Seattle, Washlngton) ) : ) . 307,000

BNSF Railway owns 23 automotlve dlstrlbutlon faalrtles end serves eight port facilities where automobiles are Ioaded on-or
unloaded from-multi-level rail cars in the United States and Canada.

'
I
i
:
I
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BNSF Railway's largest freight car classification yards based on the average daily nurnber of cars processed (excludmg cars that
do not change trains at the terminal and intermodal and coal cars) are shown below: . I

v

: Daily Average Cars

Classification Yards . . . . I (I ! ’ Processed
Argentine (Kansas City,-Kansas) : e ' | _ o " 1,845
Galesburg (Ninois} : : - f T . . - 1,634
Barstow (California) o : : ! Lo 1,357
Pasco {Washington) = - . T o 1,306
Tulsa (Cklahoma) : orn I ’ : 1,218

i
As of December 31, 2006, certain BNSF Railway properties and other assets,were subject to liens securing $106 million of
mortgage debt. Certain locomotives and rolling stock of BNSF Railway were subject to eqmpment oblsgauons and leases, as
referred to in Notes 9 and 10 to the- Consolldated Fmanmal Statements o .

‘4
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PRODUCTIVITY o g

Productivity in 2006, as measured by thousand gross ten miles per employee, improved sligntly from 2005 as shown in the table
below. Gross ton miles is defined as the product of the number of loaded and empty miles traveled and the combined weight
of the car and contents. . : ) T

Year endad December 31, | - ‘ : * 2006 2005 2004

Thousand gross ton miles divided by average number of employeesr 26,965 © 26,847 MY V26,898

Y . [ " Lo l;."_".-.c . vy ., L v , .
Volumes as measured by gross ton miles increased & percent in 2006 over 2005 and 5 percent in 2005 gver 2004. As a result,
the Company has increased employee headcounts to handle the additional volume. A discussion of Employees and Labor Relations
is incorperated by reference fram ltem 7 Management's Discussion and Analysis of Financial Condjtion and Results of Operations,

under the headmg "Other Matters -Employee;and Labor, Relatlons o PR . ..

AL

BUSINESS MIX . R v e e e

In serving the Midwaest, Pacific Northwest and the Western, Southwestern and Southeastern regions and ports of the country,
BNSF transports, through ong operating transportation services segment, a range of products and commodmes derived from
manufactunng, agrlcultural and natural resource industries. Approx:matety 60’ percent of the frelght revenues originated by the
Company is covered by contractual agreements of yaryung duration, while the balance is subject to common carner published
prices or quotations offered by the Company BNSF's financial performance is influenced by, among ather thmgs general and
industry economic conditions at the .international, national and régional levels, The following map illustrates the Company's
primary routes, including trackage rights, which allow BNSF to access'maijor cities and ports in the western and southern United
States as well as Canadian and Mexican traffic. In addition to major citie's and ports, BNSF éfficiently serves many smaller markets
by workmg closely wuth appro><|mately 200 shortlme partners BNSF has also entered into marketmg agreements with CSX
Transportanon Canad|an Natlonal Railway Company and Kansas C|ty Southern Ra|lway Company expandlng the marketlng reach
'for ach rallroad and thetr customers.

o . . . .r

1 '




following business sectors: - _ . : : - ;

BNSF Lines and Trackage Rights

Regional Connections

. .
' -

INTERNATIONAL INTERMODAL — International busin?ss consists primarily of container traffic from steamship companies
such as Maersk, Evergreen and Hyundai. International intermodal accounted for approximately 46 percent of total Consumer
Products revenues. ’ "

DOMESTIC INTERMODAL — Domastic Intermodal generated approximately 46 percent of total Consumer Products revenue.

The Domestic Intermodal sector is cemprised of the following business areas: . . .

o fHUCKLo_ADnNTERMODAL MARKETI_NG COMPAMIES — The Truckload business area is comprised of full truckload carrigrs

8NSF

CONSUMER PRODUCTS: . - R .

The Consumer Products' freight-business provided approximately 38 percent of freight reven:ues in 2006 and consisted of the
L ]
»

such as J.B. Hunt Transportation, Schneider National and Swift Transportation. The Intermodal Marketing Companies
business area is comprisad of shippers’ agents and consolidators such as the Hub Group. ' ’

© EXPEDITED TRUCKLOAD/LESS-THAN-TRUCKLOAD —%This business area i$ comprised of less-than-truckload carriers and
parcel carriers such as United Parcel Service and.YRC Worldwide. It also includes expedited truckload carriers such as

A I .
Werner Enterprises, Stevens Transport and U.S. Xpress Enterprises.

AUTOMOTIVE — The transportation of both assembled motor vehicles, primarily those manufactured outside of the United
States, and shipments of vehicle parts to numercus destinations throughout the Midwest, Southwest, West and Pacific .
Northwest provided about 8 percent of total Consumler Products revenues. ’

4
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INDUSTRIAL PRODUCTS: : i

The Ingustrial-Products” frerght busrness provrded approxrmate!y 25 percent of BNSF s frerght revenues in 2006 and consisted
of the following fwe business areas: -+ S . . : - .

. v- . . o _- . , B . N

. BUILDING PRODUCTS — This sector’ generated approxrmately 33 percent of total 2006 Industrial Products revenues and
mcludes primary forest product commeodities su¢h as lumber, plywood, oriented strand board, partrcleboard paper products,
pulpmill feedstocks, wood pulp and sawlogs. Also included in this sector are government, machinery and waste traffic.
Commodities from this diverse group primarily originate from the Pacific Northwest, Western Canada, upper Midwest and

. the Southeast for shipment marnly into domestrc markets. Industries served include construction, furniture, photography, '
publishing, newspaper and industria! paokaglng Shipments of waste, ranging from mumcrpal waste to contaminated soil,
are transported to landfills and reclamation centers across the country The government and machinery business includes
aircraft parts, agricultural and construction machinery, mrlrtary equipment and large rndustrral machinery.

s CONSTRUCTION PRODUCTS —The construction products sector represented approxrmately 32 percent of total Industrlal
Products revenues in 2006. Thls sector serves vrrtually all of the commodltres |ncluded in or resulting from the production
of steel along with mineral commodatles such as clays sands cements, aggregates soduum compounds and other industrial
minerals. lndustnal taconite, an iron ore derwatwe produced in northern Minnesota, scrap steel and coal coke are BNSF's
primary input products transported. Finished steel products range from structural beams and steel coils to wire and nails.
BNSF finks the integrated steel mills in the East with fabrrcators in the West and Southwest. Servtce is also provrded to

. ‘varrous mini-mills in the Southwest that produce rebar, beams and coiled rod for the constructron industry. Industrial
minerals include various mined and processed commodutres such as cement and aggrégates (construction 'sand, gravel
and crushed stone} that generally move to domestic markets for use in general construction and public work projects,
including highways. Borates and clays move to domestic points as well as to export markets primarily through West Coast
ports. Sedium compounds pnmanly soda ash, are moved to domestrc markets for use in the manufacturing of glass and
other industrial products Sand is utilized in the ‘manufacturing of glass and in foundry and orl drilling applrcatrons

.+ PETROLEUM PRODUCTS — Commeodities included in the petroleurn sector are liquefied petro|eum gas {LPG}, diesel fuels,
asphalt, alcohol solvents, petroieum coke Iubes oiis, waxes and carbon black. This group made up 14 percent of total
Industrial Products revenues for 2006. Product use varies based on commodity and includes the Use of LPG for heating
purposes, diesel fuel and {ubes to run heavy machinery and asphait for road projects and roofing. Products . within this
group originate and terminate throughout the BNSF network, w1th the largest areas of activities being the Texas Gulf,
Pacific Northwest, California, Montana and IIIrnors oo .

. CHEMICALS AND PLASTlcs PRODUCTS —The chiemicals and plastrcs sector represented approxrmately 13 percent of total
2006 Industrral Products revenues This group is composed of industrial chemicals and pIastscs commodmes These
commodities include caustic 'soda, chlorine, industrial gases, acids, poiyethylene polypropylene and polyvrnyl chloride.
Industrial chemicals and plastics resins are used by the automotive, housrng and packaging industries, as well as for

* feedstocks, to produce other chemical and plastic products. These cornrnodmes originate primarily i |n the Gulf Coast region
for shlpment mainly mto domestic markets h

.

+ FOOD AND BEVERAGES — Food and: Beverages represented approximately 8 percent of total 2006 Industrral Products
revenues. This group consists of beverages canned goods and perishable food items. Other consumer goods such as
" cotton, salt, rubber and tires and miscellaneous boxcar shipments are also included in this business area. ™~

A} : . . .t
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COAL: : R . R P

in- 2006, the transportation of coal contributed -about 20 percent of freight revenues: BNSF is one of.the largest transporters of
low-sulfur coal in the United States. More than 90 percent of all BNSF's coal tons ongrnate from the Powder River Basin of
Wyoming and Montana. These coal shipments wera destlned for coal-fired electric generatlng stations located primarily in the
North Central,-South Central, Scutheast; Mountain and Pacrfrc Northwest regions of the Unlted States. .BNSF also transporis
coal from the Powder River Basin'to markets in Canatda and the eastern United States. Demand for Powder River Basin ‘coal has
increased substantially over the past 20 years due to its relatrvely low sulfur content abundant reserves, relatively inexpensive
mine production and competitive delivered cost to power’ plante ) ‘ .- A

i
Other BNSF coai shlpments orrglnate prrnmpally |n Colorado llinois, New Mexlco and North Dakota. These shrpments move 1o
electrical generatlng stations and lndustrlal plants in the Mountain and North Central regtons of the United States and to Mexico.

- 13
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AGRICULTURAL PRODUCTS

The transportatlon of Agricultural Products provrded approxmately 17 ,percent of 2006 frelght revenues These products include
wheat, corn, bulk foods, soybeans, OJ| seeds and meals, feeds barley, oats and rye; flour and mill products milo, oils, specialty
grains, malt, ethanol and fertthzer The BNSF system is strategrcally located to serve the’ grarn producrng regions of the Midwest
and Great Plains. The Company is developlng and operatmg a shuttle network for grain and grarn produots whrch allows more
efficient use of equipment and tmproved cycle times. in addmon to' servrng most grain- producmg areas, BNSF serves most major
terminal, storage, feedung and food—processrng Iocatlons Furthermore BNSF has access to major export markets i m the Pa<:|f|c
Northwest western Great Lakes Texas Gulf and Mexrco ’

FREIGHT STATISTICS . - - s R oL . oL

The following table sets forth certain freight statistics re_lating to rail operations for the periods indicated:

bt )
, . . i,

Year ended December 31, e oo o . R . 2006 o 2005 a0 2004
Revenue ton miles {millions)* . ‘ : BRI - 642 417.. -- 596,575 570,688
Freight revenue per thousand revenue ton mrles Vo . $. 2284 .S 21.13 $- 1882
Average length of haul {(miles) . b - N - e 1,067 . .

. 1,068 .o 1,045
* Revenue ton miles is defined as the product. ot the number of Ioaded miles trayeled and the weight of the contents' o
Revenue, cars/unrts and average revenue per carfunit rnformatron for the three years ended December 31 2006 13 rncorporated
by reference from a table in ltem 7, Menagements Dtscussxon and Analysis of Ftnanota'. Condttton and Hesuits of Operattons
under the heading "Results of Operatrons RevenueTabIe i
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GOVERNMENT REGULATION AND LEGISLATION P ot e NP

)

The Company is-subject to federal, state and tocal laws and regulations generally applrcable 10 all businesses. Rail operations are
subject to the regulatory Junsdrctron of the Surface Transport!atron Board (STB) of the United States Department of Transportation
(DOT), the Federal Railroad Administration of the DOT, the Oclcupatlonal Safety and Health Administration {OSHA), as well as other
federal and state regulatory agencies. The STB has |unsd|ct|on over disputes and complaints involving certain rates, routes and
service‘s, the sale or abandonment of rail lines, applications for tine extensions and construction and consolidation or merger with,
or acquisition of control-of, rail common carriers. The outcome of STB proceedings can affect the profitability of BNSF's business.

DOT and OSHA have jUFISdICt#OH under several federal statutes over a number of safety and health aspects of rail operations,

including the transportation of hazardous materials. State agencues regulate some aspects of rail operations with respect to

health and safety in areas not otherwise preempted by federal lawy.

BNSF Railway’s rail operations, as well as those of its competitors, are also subject to extensive federal, state and local environmental
regulation. These laws cover discharges to water, air emissiens, toxic substances and the generation, handling, storage,
transportation and disposal of waste and hazardous materials. This regulation has the effect of increasing the cost and liabilities
associated with rail operations. Environmental risks are also inherent in rail operations, which frequently involve transporting
chemicals and other hazardous materials. '
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v

Many of BNSF Railway's land holdings are.and haveibeen-used.for industrial or transportation-related purposes-or-leased to -
commercial or industrial.companies whose activities may.have resulted in discharges onto the propert'y.'As a result, BNSF Railway
is now.subject to, and will from time to tiﬁne"cor_mtinué to.be subject to; environmental cleanup and enforcement actions: In”
particular, the federal Comprehensive:Enviro'nmenlal Response, Compensation and Liability Act {CERCLA), also knawn as the
Superfund Iaw, generally imposes joiﬁT arnd several I}ability fc'>_r c!eapup_ and g.nforcenj\ent costs on current and_formqlr owners’
and operators of a site, without regard to fault or the legality of the original condict “Accdrdingly, BNSF Railway may be responsible
under CERCLA and oth’é}'fgderél and state statutes fo'r’-fall or part of the costs'to clean up sites at which certain substaices may -
have been released by BNSF Railway, its current lessees, former owners or lessees of properties, or other third parties. Further

"discussion is incorporated by reference from Note 10 t:o the.Consolidated Financial Statements.; .. . w=t-0. 227, o

. o [ N oo RO
b e b e aEptdan T T e S R .
RAILROAD RETIREMENT ,». , i . LS I e e ‘ et

‘Railroad industry personnel are covered by the Railroad Retirement System instead of SociaI*Security. BNSF Railway's contribitions
under the Railroad Retirement System have been a!r'noét triple those in industries covered by Social Security. The Railroad
Retirerment System, funded primaﬁl{; by payroll 1axes on covered employers and employees, includes a benefit roughly equivalent
to Social Security {Tier l}-an additional benefit similar'to that allowed in some private defined-benefit plans (Tier |1} and other *
benefits.-For. 2006, the Raiircad Retirement System required.upto a 20.25 percent contribution by railroad employers on eligible
wages, while the Social Security and Medicare Acts only r'eguired a 765 percent.contribution on similar wage bases.

. . r .
COMPETITION « « &’ o o Y P g

The business environment in which BNSF Railway operates is highly competitive. Deperid'i%g on thé gpécific'market. derégulated

" motor carriers, other railroads ahd river barges may exert pressure on price and service levels. The presence of advanced, high
service truck lines with expedited delivary, subsidized infrastructure and minimal empty mi'leage continues to affect the.market
for non-bulk, time*sensitive freight:The potential expan:sio'n of longer combination vehicles could fu’r,thefericroach upon markets
traditionally served by railroads. In order to remain cémp,etitive, BNSF Railway and other railroads continue to develop and
irﬁp'.ement operating efficiencies to improve pfoductiv'ity. - ‘ ) '

As railroads stréamline_, rationalize and otherwise éqhance their franchises, competition among 'rail.carriers intensifies.
‘B‘NSF“BaiIWé;y'é ‘orimary rail competitor in the Western‘lreg:ion of thé"Un'ited'Statéé is the.Uriion Pacific’ Railroad Company.
Other Class | railcoads and ‘humerous regionai ailroads and motof ‘carriers also"operate in parts of the same territories served
by BNSF Railway. ' o ' o '

R AL o

Based on weekly reporting by the,Association of American Railroads, BNSF's share of the western United, States 'rgai] traffih_c'in
2006 was approximately 49 percent. ! : T

. Id . . - .
Item 3. Legal Proceedings . | : ‘ T S R B

Ray Ridgeway, et al. v. Burfington‘Northern Santa Fe’ _Cbrporation and The Burﬁngton'Norrhém and Santa Fe ‘Railway Company,

- No. 48-185170-00 (District Court of Tarrant County, Texas, 48th*Judicial District) is a state court action fited'on October 27-2000. ~
The plaintiffs’ causes of action include alleged breach-of contract, negligence and breach of fiduéiary‘dutiqs‘-With respect to a
special dividend that was paid in 1988 by a BNSF pr@adecessor, Santa Fe Southern Pacific Corporation (SFSP). The comnplaint
alleges that SFSP erreneously informed shareholders as to the tax treatment of the dividend-specifically, the apportionment of
t_hé dividend as éither a distribution of earnings and profits or a return of capital-which allegedly cahseq;.s"ome shareholders to
overpay their income taxes. The plaintiffs assert, through their expert’s report, that SESP had essentially no accumulated earnings
and profits and that the entire dividend distribution should have been treated as a return of capital, rather than the apbroximately
34 percent that SFSP determined was a return of capital. Plaintiffs seek monetary damages-based on a vériety of thecries. On
July 8, 2005, the court entered an order denying the plaintiffs’ requests to certify a class action. The order denying certification
was affirmed by the Texas Court of Appeals on Augu%t 24, 2006, and plaintiffs’ motion for rehearing of the order of the Texas
Court of Appeals was denied. Plaintiffs nave sought review by the Supreme Court of Texas and the Court has not yet ruled on
that petition. BNSF beligves theste.claims lack merit and that it has substantial defenses on both the merits of these claims and
the attempted class action, and it is:defending these claims vigorously. :

1
1
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.

" Information concerning certain pending tax-related adminlistrative or adiudicative state proceedings or appeals is incorporated
by reference from Note 5 to the Consolidated Financial Sltatements and mformatlon concernlng other claims and litigation is
incorporated by reference from Note 10 to the Consolidated Financial Statements. ' ' : S

v

item 4. Submission of Matters to a Vote of Security Holders Y
"No matters were submitted by BNSF to a vote of its SeCUIrItIBS holders durmg the fourth quarter of 20086.

.-‘.1 0 : o

EXECUTIVE OFFICERS OF THE REGISTRANT - - 1~ '+ - ) P

.Listed below are the names, ages and positions of aII exerl:utlve offecers of BNSF anid their busmess experience during the past .
five years. Executive officers hold oh‘lce untif their successors are elected or appomted or untrl their earlier death, retirement,
resignation, or removal. h : A '

MATTHEW X. ROSE, 47 : - - Sk
Chairman, President and Chief Executlve Officer of BNSF since March 2002: Prior to that, President and Chief Executive Ofﬂcer
of BNSF from Décember 2000. Also, CRairman, Presrdent!and Chief Executive Officer of BNSF Railway from December 2000,

f

THOMAS N. HUND, 53 B _ : .
Executive Vice President and Chief Financial Officer since Yanuary 2001. Prior to that, Senior Vice President and Chief Financial
Officer and Treasurer from August 1999: ‘ S i '

o Ca

’
b3

CARLR.ICE, 50 . - . - : B : .o
Executive Vice President and Chief Operatlons Officer since January 2001 Prior to that, Semor Vice Presrdent—Operatlons from
June 1999. o i

JOHN P. LANIGAN, JR., 51 . i L ]
Executive Vice President and Chief Markenng Officer since January 2003. Prior to that, President and Chief Executive Officer of
Logistics.com, Inc. (provider of ASP- basede.tr,ansportatlon'p}rocurerﬁent services to shippers and carriers) from May 2000,

i

JEFFREY R. MORELAND, 62 : ’ ‘

Executive Vice President Public Affairs 5|nce January 2007 Pnor to that, Executive Vrce Premdent Law & Governrnent Affairs’ and
Secretary since December 2001, .
ROGER NOBER, 42 ' S Co et
Executive Vice President Law and Secretary since January 2007 Prior to that, partner of Steptoe & Johnson LLP Washmgton
DC (law firm) from March 2006; Chairman of the United Statles Surface Transportation Board from November 2002-January 2006;
and the counselor to the Deputy Secretary of Fransportation of the United States Department of Transportatlon from
May 2001-November 2002.° : :

r

~

PETER J. RICKERSHAUSER, 58 . ' _
Vice President-Network Development since May 1999. : " - '

- . - . 7. -
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‘and Issuer Purchases of Equity Securities - !

p . i |
Itern 5. Market for Registrant’s Common Equity,IReIated Stockholder Matters
BNSF’s commeon stock is fisted on the New York Stoct< Exchange under the symbol “BNI" Information as to the high and low
sales prices of such stock for the two years ending December 37, 2006, and the frequency and amount of dividends declared
on such-stock during such periods, is'set forth in Note ﬂ? to the Censolidated Financia! Statements. The approximate number of
holders of record of the common stock at February 2, 2007, was 34,000. .

T r

v
1 +

COMMON STOCK REPURCHASES : o

- The following table presents repurchases by the Company of its common stock for eacﬁ of the three months for the quarter

ended Decermber 31, 2006, (shares in thousands): . , -

[ ;
Issuer Purchases of Equity Securities

. : : - . . S Total Number of Shares . Maximum I\_Iumi:er' of

' . . ' ' ' A ) Purchased as Part of °  Shares That May Yet Be
* , Total Number of Shares . Average Price .. Publicly Announced Plans Purchased Under the
. Period . Purchased* S Paid Per Share or Programs® - Plans or Programs®
' ) T - e ‘ . ’ o B P - ’ .

October 1-31" 101 ' "% 78.71 ' 60 15,799

November 1°- 30 ' 1,294 .. 7684 <2 : . 14;528.

December 1-31 484 < b0 7870 T 469 14,069

Total L 1,879 "% 76.65 - - 1,800 -

" a Total'number of shares purchased includes approximatéllv 79 thousand shares where employees delivered already owned shares or

used an attestation procedure to satisfy the exercise price of stock aptions or the withholding of tax payments. Total number of shares =
_-purchased does not include approximately 29 thousand shares acquired from empioyees 10 satisfy tax withholding obligations that arose .
on the vesting of restricted stock or the exercise of stock options. . : )

b On July 17 1997 the Board of Directors {the Board) initially authorized and the Company announced the repurchase of up to
30 million shares of the Company’s commgan stock from’time to time in the open market. On December 9, 1999, April 20, 2000,
September 21, 2000, January 16, 2003 and December 8, 2005, the Board authorized extensions of the BNSF share repurchase o
program, adding 30 million shares at each date for a total of 180 million shares authorized. The table above does not reflect 30 millien |
sharés authorized by the Soard in.February 2007 The share repuréhase program does not have an expiration date. ©
. - . i’ . . . .- R

T

{
!
i
|
1




BNSF

Item 6. Selected Financial Data

LR
* »

The tollowing table presents, as of and for the datés indicated, selected historical financial information for the Company {in

millions, except per share data): T T B T T SUVEE T RIS : S —
December3t, .. . . . .+ 2006 2008 2008 2003 2002
Lo S ) . R ¢ ) .
For the year e‘nded:,; . , " - . . , . - .
L B S I‘- . R AR [
Revenues " $ 14,985 $ 12,987 $ 10,946 $ 9413 $ 8979
Operating income . . $ 3517 $ 2922 $ 1686, $ 1665 $ 1.656
Income befare cumulative eﬁect of accountmg R I
change $ 1887 . § 1531 . § "7 . §. VI, § 760
Basic earnings per share (before cumulative | R : " she T
. effect of accounting change) . $ 523 $ 4122 & 214 $ ,2100 -8 2.0
Average basic shares l, 3610, . 3718 370.0 360.1 378.0
Diluted garnmgs per.share (before cumulative | T ' o
«effect of accounting change) ek $ 510 - % 401 S O $ 209 $ 200
pverags dilited shares  « « * ' e v s | ‘3698 318 v 3766% 3723 380.8
Dividends dedldred per common share - & $.09 $ 074 'S 064 -$ 054" "% .048
ey R ’ ’ ' .
At yearend:. . S S ] L
Total assets LI $ 31,643  $30304 $28925 $26947 § 25,767
' Long term debt and commermal Paper, |ncludmg | - " T . v o v
current portion R Pl ) § . 7.385 $ 7,154 $ 6516 $ 6684 §° 6814'
Stockholders'- equlty B $ 10,396 % 9,508 $.93N $ 8495. §$ 7, 932
Net debt to total cap|ta||zatio’r‘1°‘ o St a1t 40.3% 42.7% +39.9% -44.0% 46.1%
- ‘ . . SRS ' i TL s -
For the year ended: L AT - R S TN e :
‘Total capital expenditures « L '~ ) deoe T $I 2014 % 1,750 $ 1627 - § 1726 -7 § 1,358
Depréciation and amortization L $°1130 $ 1,075 “$ 1,012 $ 9107 - & o3

L ) . | . ] . . .
a 2005 operating income, income before cumulative effect of acpountlng change and earnings per share include an impairment charge
related 10 an agresment to sell certain line segments to the State of New Mexico in the future of $71 million pre-tax, $44 million net of

tax, or $0.12 per basic and diluted share.

b 2004 operating incame, income’before cumulative effect of accountmg change and earnings per share include a charge for a change in
estimate of unasserted asbestos and environmental liabilities of $465 million pre-tax, $288 million net of tax, or $0.78 per basic share and

$0.77 per diluted share, as described in Note 10 to the Consolidated Financial Statements.

¢ 2003 income before cumulative effect of accounting change e_)l«:ludes the favorable cumulative effect of an accounting change for asset
retirement obligations of $33 million, net of tax, or $0.11 per basic shave and $0.10 per diluted share.

d Net debt is calculated as total debt (long-tefm debt and commercial paper plus long -term debt due within one year) less cash and cash

equivalents, and totzl capitalization is calculated as the sum of

14

net debt and total stockholders’ equity. :
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CALCULATION OF RETURN ON INVESTED CAPITAL: 5 "3 - P S CE LY SR Uy LRV

BNSF's return on invested capital [ROIC)! as discussed’in the ? Letter from the Chairman, President and Chief Executive’Officer”

in the-Company's 2006 Annual Report, is a non-GAAP measure and should be considered in addmon to, but Aot'as a substitute
or preferable to, other inforrmation prepared in accordance with GAAP Howéver, the infarmation is included hefein as management
" believes that ROIC provides meaningful information that can be useful in assessing the long-tefm pérformance of the ‘Company's
business and in evaluating potential strategic transactions. Below is the calculation of ROIC for the years ended

December 31, 2006, 2005 and 2004 (dollars in milliens). - ‘ ' R T L
Yoar anded December 31, I e U 2005 “' 2004
. oo ) v 4 o . e
Average capitalization® ) ' . o “$'21200 - % 19,831 " S 19,069
- . - P * e e S ' b : :
Operating income  * . ' ‘ ' T '$ 3,517 T § 2,922 v § 1,686
Other expense = - .~ ) —_— e S - e0). . 37 - (4)
Financing charges® . ' 370 305 : 274
2004 charge for change in estimate of unasserted asbestos and ' T TRDUNEO PR
environmental liabilities _ S, - SR 4Bs
Taxes® ) (1,438} -~ 199 (1186} - (917)
Aftertax income excludmg fmancung charges and 2004 charge $ 2409 $ 1,994 § 1,504
Return on-inveeted capitai" : - 11.4% . 10,1%. oL 7.9%

a Average capitalization is calculated as the average of the surn of stockholders’ equity, net debt (long-term debt and commercial paper plus
leng‘term debt due within ane year less cash and cash equivalents); the net present value of future long-term operating lease -
commitments and the receivables sold under the accounts receivable sales program for the most recent preceding 13 month ends.

b Financing charges represent the estlmated unterest expense mcluded in operatlng lease payments and AR’ sales fees.

¢ Taxes are calculated as the sum of maonthly operatmg income, other expense and hnancmg charges muluphed by an eﬁecuve tax rate
respective to each month.

d . Return on invested capital is calculated as the total aftertax income excluding flnancmg charges and 2004 charge divided by average.
capitalization.

15
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Item 7. Management’s Drscussmn and Analysrs of Fmanclal Condition and Results of Operations: Lo
Management's dlscussmn and analysis relates to the frnanC|a| condition and results of operations of Burlington Northern Santa Fe
Corporation and. its rmajority-owned subsidiaries [collectrvely BNSE Registrant or Company). The principal-operating subsrdrary
of BNSF is the BNSF-Railway Company (BNSF Railway) through which BNSF derives substantially all of its revenues. All earnings

per share information is stated on a diluted basis. . - b ) B " o e

.

COMPANY OVERVIEW

Through its subsidiaries, BNSF is engaged prrmarrly in the freight rail transportation busrness BNSF's prrmary operating subsrdrary,
BNSF-Railway, operatés one of the’ largest North Amencan rail networks with about 32, 000 route miles in 28 states and two
Canadian provinces. Through its cne operaung transportatron segment, BNSF Railway transports a wide range of products and
commodities including Consumer Products, Industrial Products, Coal and Agricultural Products.

Additional cperational information, including weekly intermogaf and carload unit reparts as submitied to the Association of American
Railroads and annual reports submitted to.the STB, are available on the Company's website at www.bnsf.com/investors..

EXECUTIVE SUMMARY

FISCAL YEAR 2006 - FINANCIAL OVERVIEW '

\.

. = * The Company achreved record earnrngs of $5 10 per slhare compared with 2005 earnings of $4.01 per share, whrch included
a $0.12 per share after tax |mpa1rment charge related to an agreement to sell certain line segments to the State of
New Mexico. . Coe '

L

. Freight revenues increased 15 percent to a record high of $14.5 billion on double-digit increases in each of the Company’s
four business units.

o Of the 15-percent rncrease in frelght revenue, 6 pe',rcent 86 percent and & percent was attributable to Unit growth prrce
" and fuel surcharges, respectrvely These were par}rally offset by a decrease due to changes in busrness mix.

= Operating expenses for 2006 increased 14 percent compared with 2005, prlmarlly due to an increase in volumes and
higher fuel costs. .

. Operating income increased to over $3.5 billion, an all-time record for the Company.

» Each year capital expenditures are a significant use of| cash for BNSF. In 2006, BNSF increased its cash capital expenditures
t0 $2.01 billion from $1.75 billion in the prior year prlmarrly due to both maintenance of BNSF's track structure and additional
expansion prolects undertaken in 2006.

* On October 12, 2006, BNSF entered into an agreemen} with CSXTransportation (CSX) to create a high-volume rail corridor

for reliable intermodal services on.the lines conne:cting California, Atlanta and the rest of the fast-growing Southeast

. Region. The new service is expected to begin in early 2007 Additionally, based on demand, the agreement provides the

opportunity for BNSF to establish an Atlanta-area intermodal facility on CSX property o provide BNSF's customers more )

. options for their Southeast growth. This agreement is not expected to have a material impact on BNSF s results of operations '
in the near term. :

* In January 2007, the STB issued a decision finding that the application of fuel surcharges that are not closely linked to
actual fuel costs would be unreasonable. Surcharges applied to STB-regulated traffic arbitrarily calculated as a perceniage

. of the base rate were expressly prohibited. Except with respect to certain exempt contract movements, where fuel
surcharges may or may not be applicable, the Com;i_)any already utilizes a mileage-based fuel surcharge program, which
complies with the STB's decision in two of its four bLLJsiness areas, Coal and Agricultural Products. In accordance with the
STB's decision, the Company plans to implement a cempliant fuel surcharge program on all other applicable STB regulated
traffic in the near future. The STB's decision does not apply to any movements made pursuant to existing or future private
contracts or {o transportation of any commodities that are exempt from regulation {e.g., intermodal traffic). The Company
is currently assessling the impact of this decision and anticipates it will not likely have a material impact.

16
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BUSINESS OUTLOOK FOR 2007 ) . ) PR I T ea

{
BNSF expects to see revenue growth in the 7 to 8 percent range,

Combmmg prolected revenue growth with an ongomg focus on productivity, earnlngs per share is antlmpated to grow in
the low-teens {11 to0 13 percent) desp:te heing negatlvely impacted by a year—overyear $‘|50 mllhon headwmd resultmg )
principally from a reductlon in fuel hedges.

The Company annmpates that the operatlng ratio {calculated as operatlng expenses. Iess other revenues divided by frelght
revenues) will be approximately 75 percent, ) '

The Company plans to increase its capital commitment program, which includes both cash spent for capital and locomotive
leases, to approximately $2.75 hillion in 2007 from $2.67 billion in 2006. '

o Capltal commitments-are increasing to meet pro;ected future demand, while the Company anticipates improving its

return on invested capital. - ;

o BNSF antlmpates spending $1.6 bulluon to keep |ts infrastructure strong by refreshmg track, signal systems structures,
rebuilding rolling stock and implementing new technolog|es ‘ e :

L]

o BNSF also plans to acquire 200 locomotives at a cost of approximately $350 million.

o The Company anticipates investing approximately $750 mitlion in capacity expansion programs.
1 . -

.
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RESULTS OF OPERATIONS . LT PR Y

REVENUE TABLE

The following table presents BNSF s revenue |nforrnat|on by business group for the years ended December 31, 2006, 2005 and
2004, Certam comparatuve pnor year revenue amounts ha\lre been reclassmed between the business groups to conform to the
. currem year presentation. There was no impact to total freught revenues as a result of these reclassifications. )

i

- " Revenues (in millions} Cars / Units {in thousands) - Average Revenue Per Car / Uni.t
Year ended Dacember 31, 2006 2006 2004 2006 ‘2005 - 2004 2006 2005 2004
Consumer products - $ 5613 $ 4898 $ 4,025 5520- 5215 4770 $ 1,017 $ -929 § 844
Industrial preducts _ 3589 3128 . 2670 1,68  .1,655 1650 .. 2,129 . 1,880 - 1,618
"Coal . 2916 2,448 2,2'77 2,458 2,238 2,216 1.186 1,094 + 1,028
Agricultural products 2,427 2,132 1,770 . 973 N6 900 2,494 2,328 1,967
Total freight révenues - - . 14,545 12,606 10,'{42 10,637° '10,024 «+ '9536 $ 1,367 § 1:268 § 1,126
Other revanues 440 381 204 . - . : .,

Total operating revenues $14,985 $12,987 § 10,946 .

EXPENSE TABLE .
The following table presents BNSF's expense information for the years ended December 31, 20086, 2005 and 2004 (in millions):

Year ended December 31, ‘ : 2006 2005 2004
Compensation and benefits . - % 3,816 $ 3515 $ 3,322
Fuel . S 2,734 1,959 ' 1,335
Purchased services ‘ 1,906 1,713 1,424
Depreciation and amaortization- . 1,130 1,075 1,012
Equipment rents 930 886 790
Materials and other 952 917 1,377¢
Total operating expenses . $ 11,468 $ 10,065 $ 9,260
Interest expense . $ 485 § 437 $ 409 .
Other expense, net ' ' $ 40 $ 37 . $ - 4
Income tax expense ' $ 1,105 $ 917 % 482

a 2004 materials and other expense includes a $465 miliicn pre -tax charge related to changes in estimates of the Company's unassened
asbestos and envirenmentat liabilities (see Note 10 to the Consolidated Financial Statemems for additional infermaticon).

YEAR ENDED DECEMBER 31, 20086, COMPAFiED WITHYEAR EIINIDED DECEMBER 31, 2005

BNSF recorded net income for 2006 of $1,887 million, or $5.10 per share. In comparison, net incorne for 2005 was $1,531 million,
or $4.01 per share, which included a $0.12 per share imp%:irment charge related to an agreement to sell certain line segments
to the State of New Mexico (see ltem 7, Management‘s Dis‘lcussion and Analysis of Financial Condition and Results of Operations
under the heading “New Mexico Department of Transportation”).

REVENUES
FREIGHT :
Freight revenues of $14,545 million for 2006 were $1,939 million, or 15 percent higher than 2005. Freight revenues reflected a
B-percent increase in volumaes. Freight revenues include approximately $1.7 billion in fuel surcharges compared with approximately
$1.1 billion in the prior year. Growth in prices and fuel su“rcharges drove average revenue per carfunit up 9 percent in 2006 1o
$1,367 from $1,258 in 2005. )
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CONSUMER PRODUCTS - ; ’ .
The Consumer Products’ frerght busrness rncludes' 'S|gnrtlcant mtermodal

component and consmts of the foIIowrng three busmess areas |nternat|onal \ _' .
rntermodal domestrc intermodal and automotive. T

Tt e T ¢ a2 A
.+ Bomestic
* “tntermodal
6% -

International

Consumaer Products revenues of $5,613 million for. 2'0‘06 were $715 miliion, or 'merng;

16 percent greater than 2005. The increase in"average revenue per unit of ' "Autommwe
8 percent was primarily related to price increases and increased fuel surcharges. 8%
Additionally,‘carsfunits increased by'6 percent due primarily to growth’in,» " 1. 0 % el Wl

international intermodal. . _ Y] I

INDUSTRIAL PRODUCTS ) . ;
fndustrral Products frelght busmess con5|sts of flve busrness areas: burldlng

-products constructlon products petroleum products chemlcats and plastlcs . ioe o - .
- . [t . T4 P T
products and food and beverages L ) ‘ - . . e aes ¢
- HEE v e - Petroléum ¢ Building
Industrial Products revenues increased $461 million, or 16 percent, to $3,689 million Pmd:ﬁz S;?f““s

for 2006. The revenue increase was driven by double-digit growth in four of the Food &
five businéss areas. The 13-percent increase in average revenue per car was the™ . '~ Bevérages-

PR

Chemicals

result of prrce increases and rncreased fuel surcharges Unrts rncreased 2 percent " 8% & Plastic,
driven by demand for plastics, petroleum products and steel partrally offset by ' 00”5:3‘3‘;2?5” I:;cn)fducts )
. o ol or, .ot
soﬁnessm demand for burldrng products ’ t . o .- 32% _ )
. LSS LR I N . ’ } A . o BN .' . . oo e
coAL !

.

BNSF is one of the Iargest transporters of iow sulfur coal |n the Unlted States More than 90 percent of all BNSF 5, coal tons
ariginate from the Powder River Basin of Wyommg and Montana

. r
Coal revenues of $2,916 millien for 2006 mcreased $468 million, or 19 percent, versus a year age. The Teveénue inciease Was
primarily driven by a 10-percent increase in volumes resultrng from significant customer demand and greater line throughput due
to increased network fluidity: Average revenue per.car increased 8 percent drwen by contractual-price escalations, mcreased

Iength of haul and fuel surcharges P S ,l' A A R A I
e oL ) P e . T .

AGRICULTURAL PRODUCTS . S TL R L N L

The Agrlcuftural Products’ frerght business transports agncultural products ‘r‘

|nctud|ng corn, wheat soybeans, bulk foods, ferttlrzerand other products ) ‘.%%[}2“ -

Agricultdral Products'revenu'es of $2,427 millicn for-ZDOS were $295 million, or 5

14 percent higher than revenues for 2005 This increase was primarily die to @ & . - tenilizer

7-percent increase in average revenue per car, which was driven by both price 0%

increases and increased fuel surcharges assocciated witn higher fuel prices, and a Bulk Foods e

B-percentincrease in volume driven primarily by an increase in demand for corn. - Con 8% o
OTHER REVENUES IR, P L L R : )

Other revenues increased $59 million, or 15 percent, to $440 miilliori for 2006 éompared 16 2005: This increase was primarily due
to.increases.in demurrage charges and volume grov;rt‘h of BNSF Logrstlcs an mdrrect Jholl‘ypwned.nonfrail subsidiary that
specealrzes in provrdmg third-party Ioglstrcs and transportatron services. - o
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" EXPENSES

BNSF

Total operattng expenses for 20086 were $11 468 m||||on an increase of $1,403 million, or 14 percent over 2005. The incréase |n
operatmg expenses was prlmarrly the result of significant fuel price increases and a G-percent increase in gross-ton miles handled
Operatmg expensesfor 2005 were impacted by a $71 million pre-tax |mpa|rment charge related to'an agreement to seII certaln
line segments to the State of New Mexico. - : -
COMPENSATION AND BENEFITS : o 2 T - —
‘Compensation and benefits includes expenses for BNSF employee compensation and benefit programs. The primary-factors
influencing the expenses recorded are volume,. headcount, utilization, wage ratee, incentives,earned during the pericd, benefit

“plan part|C|pat|on and pension expenses.

Compensatlon and beneﬁts expenses of $3,816 million \?tere $301 mnllron or 9 percent higher than 2005. The increase was
primarily related to 6 percent higher unit volumes, which resulted ina5- percent increase in the average’ neadcount. Additionalty,
increased stock-based compensation expense of approxrmately $30 million, due Iargely 10 the adoption of Statement of Financial
Accounting Standards (SFAS) No. 123R, Share- Baséd Payment, and |ncreased pension expense of apprexrmately $30 million
contributed to the overall increase in compensatron and benefits expense as compared with the prior year.

FUEL . T PR L ‘
Fuel expense is driven by market price, the level of locomotive consumption of dlesel fue! and the eﬁects of hedgmg actlwtles N

FueI expenses of $2 734 million for 2006. were $775 mlllron or 40 percent, hlgher than 2005 The increase in fuei expense is
due to an increase in the average all-in cost per gallon of diesel fuel, as well as an ﬁncrease in consumptlen dnven by hlgher
volumes. The average all-in cost per gallon of diesel fuel increased by 45 cents to $1. 85 ar $661 million, which is compnsed of
an increase in the average purchase price of 32 cents, olr A mllllon and a decrease in the hedge benefit of 13 cents, or
$190 million (2006 benefit of $341 million less 2005 benefrt of $531 million})s Consumptlon in 2006 was 1,478 million gallons
compared with 1,402 million gallons in 2005, resultlng ina $114 mllllon mcrease in fuel expense
PURCHASED SERVICES - | - s I L ) ' . T .
Purchased services expense includes ramplng {t |f't|ng of contalners onte and oft of cars); drayage {highway movements.to and
- from railway facilities); maintenance of locomotwes fre|ght cars and equipment; transportation costs over other railroads;
technology services outsourcmg professmnai services; and lother contract services provided to BNSF. Purchased services expense
also includes purchased. transportation costs for BNSF Logistics. The expenses are driven by the rates established in the refated
’ contracts and the volume of services reqwred ’

Purchased services expenses of $1,908 mllllon for 2006 were $193 million, or 11 percent higher than 2005. This increase was
primarily due 1o increases in the follewrng vo!ume-related costs of apprexmately (i) $50 miilicn in intermodal ramp costs (i)
_$40 million in haulage payments for transportatron over other railroads; {iii} $35 million in locomotive, freight car and eguipment
malntenance expense,; and {iv} $25 m!lhon in purchased transportatlon costs for BNSF Logistics.

DEPREcrATlON AND AMORTIZATION L N . ¢ ‘ .

Depremat:on and amortlzatlon expenses for the period are determlned by using the group method of depreciation,.applying a -
single rate to the gross investment in a particular class of property. Due to the capital-intensive natlre of BNSF's operatlons
depreuatlon expense is a significant component of the Company's operating expense. The full effect of inflation is not reflected
in operatlng expenses sunce deprec:latlon is based on historical cost. . - - ' ’

'Depreaatron and amortization expenses of $1, 130 million for' 2006 were $55 mthon org percent hlgher than 2005.This i |ncrease
" was primarily due to ongoing capital expendltures : -
EQUIPMENT RENTS ' -
Equipment rents expense mcludes Iong-term and short-term payments primarily for locomotives, fre|ght cars, containers and
trailers. The expense is driven pnmanly by volume lease ahd rental rates, utilization of equipment and changes in business mix
resulting in eguipment usage variances. ' '

Equipment rents expenses for 2006 of $930 miflion were $44 mnllon or 5 percent higher than'2005 driven by an increase of
.approximately $45 million in locomotive rents, whmh waslargely the result of an increase in the number of locomotives under -
operat'ing leases. Freight car equiprnent \.}:ras essentially fIaIt year-overyear due 1o the impact of increasing volumes be'ing offset

: byth_e impact of the Company’s priyatization efforts, velocity improvements and an increase in off-l_ine‘ receipts.




2006

MATERIALS AND OTHER ' S " . R P
Matérial expenses consist mamly of the costs involved, to purchase mechanical and angineering. materials and other items for
construction.and maintenance of property and equipment. Other expenses include personal: injury claims,-environmental
remediation and deratlments as well as utilities, impairments of long-lived assets, locomotive overhauls, property and mlscellaneous
taxes and emptoyee separatlon costs, The tota s offset by gains on land sales and insurance recoveries. ! .
Materials:and other expenses of 33952 miliion tor 2006 iwhlch con5|sted of approxlmately $425 m||||on of materlals expense with
the remainder consisting of numerous other items, were $35 million, or 4 percent higher than, 2005, The increase was primarily
due to increases of approximately (i} $65 millionin matenals costs fof locomotives, freight cars and track structure; (i) $35 million
in crew transportaticn and iodging expense; (m} $20 mrllron in property taxes; and (iv} $20 million in expense related to derailments,
These increases were offset by a $22 million’ gain frorn a line sale to the State «of New Mexico recarded in 20086, Expenses for
2005 were impacted by a $71 mnlhon pre- tax |mparrment charge related 10 an agreement to sell’ certaln line.segments-to the
State of New Mexico. . . o T . ) oo
Tt . . - T b .. . . S . [

i
:

INTEREST EXPENSE . .- o .
Interest expense of $485 million for 2008 was $48 m||||or| or 11 percent higher than-2005. This i mcrease Was pnmarrly the result
of a higher average debt balance. .

¥,
:

. INCOME TAXES < o, : . ‘ v
- The eﬁectlve rate in 2006 was 36.9 percent compared wrth 375 percent for the prior year. The decrease in the effectlve tax rate

primarily reflects income tax ad ustments which favorably |rnpacted income tax expense in 2006 by $22 million as compared'

with 2005 - S . '

. ' T : *. .I-.j e

. YEAR ENDED DECEMBER 31, 2005, COMPARED WITH YEAR ENDED DECEMBEH 31, 2004 . . ' e T . -
BNSF recorded net income for 2005 of $1 531 million, or $4. 01 per share, which included a $0.12 per share impairment charge
related to an agreement to sell certain line segments, o the State of New Mexico (see Item 7 Management's Discussion and
Analysis of Financial Condition and Results of Operatrons under the headmg ‘New Mexico Department of Transportatton ). In

comparison, net income for 2004 was $791 m||||on or $2.10 per share; which included a $288 million, net of tax, ar $0. 77 per'

share charge for a change in the Company S estlmate of unasserted asbestos liabiiities and en\rlronmental Ilabl |t1es (see Note

10 to the Consolldated Financial Statements for. addltlonal :nformatlon) L - T e et
R ' st : 3 . e

- REVENUES ' - ( coe D

FREIGHT ' ) - '

C ) . -
Frerght revenues of $12,606. mrlhon for 2005 were $1 864 million, or 17 percent, higher than 2004, Frelght revenlies ware up

due to a 5-percent increase in volume. Freight revenues in 2005 included fuel surcharges of approximately $1.1 bltllon compared
with approximately $350 mrllron in the-prior year. Growth in prrces and fuel surcharges drove average revenue. per car/unit up
12 percent in 2005 to $1,258 from $1,126 in 2004 . . R r -

2
L
3
i

CONSUMER PRODUCTS S ) ‘ ,

Domestic
Consumer Products revenues. of $4,898 mrihon for 2005 were $873 mllllon or i

Intermodal

22 percent, greater than 2004.The increasein Consumer Products revenues was : 49%
strong in all sectors. The increase in average revenue per unit of 11 percent was 1?‘::{"311033:
ermoda

pr|mar:|y related to price increases and increased fuel surcharges ’ . ' 43%

. '

' Automolwe
8%

'
t
1
i
i
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BNSF - _ - ' . .

INDUSTRIAL PRODUCTS ‘ ' T RS s

Industrial Products revenues increased $458 miIIion‘ ori7 percent, t0 $3,128 million .~ - Petroleum * Building *
for 2005. The revenue increase was primarily due to rncreased lumber and panel . Prod;';;z ggc;{:‘:lucts
traffic in the building products sector, as well as mcreased traffic in petroleum : Tl
products, partially offset by decreased volumes'in waste prtl)ducts in the building” - aav:?ao;e;&

products sector as well as steel and taconite in the construction products sector. 8% Chemicals
Price increases a'.ong with increased fuel surcharges contrlbuted toa 17 percent ’ CO"PS:SQS;?;' ‘ g‘rslja::g '
|ncrease in average revenue per car’ ‘ A 31%

13%
o s . |8 ' e

i e L e '
COAL o ‘ ' - : v N
Coal revenues of $2, 448 million for 2005 mcreased $171 mlllron or8 perc:ent versus the precedmg year Coal volumes |ncreased
slrghtly as a result of new customer business’ volumes and hlgher demand from existing customers partrally offset by weather—
related operaticnal and malntenance disruptions in the Powcljer River Basin. Average revenue per car increaséd 5 percent prrmanly
driven by contractual prrce escalations and increased average length of haul. f
’ |
' - . N !

AGHJ‘CULTURAL PRODUCTS I : - Corn " Wheat

" Agricultural Products revenues of $2, 132 mlliron for 2005 were $362 million, or ' 241% 22%
20 percent, hrgher than revenues for 2004, Average revenlue per car increased
18 percent prlrnarlly driven by mix asa resuit of strong expé)rts out of the Pacrfrc Fertilizér So;b\eans )
Northwest prlce increases and |ncreased fuel charges ’ ) ' 10-?’ 9% '
t ; ‘ I Bulk Foods - . Other
OTHER REVENUES ' ;“ . 9% 8%

Other revenues increased $177. rnrlllon or 87 percent, to $i381 million for 2005 compared to %004 This increase was primarily
attributable to increases in storage-related revenues and volume growth, in addition to the acguisitions by and volume” growth
of BNSF Loglstlcs Dl t o o L e .o I

. i\ N T s-' i . J
. - N i e B o j

- - :

EXPEN..S'ES' - o - e E T e e ]
Total operatmg expenses ‘for 2005 were $10 065 mrlhon an incréase of $805 mrlhon or 9 percent over 2004 The increase in
operatlng expenses was “the'result of significant fuel prrc}e increases,a 5—percent mcrease in gross-ton mlles handled and a
$71 million pre-iax impairment charge related to an agreement to sell certain line segments to the State of New Mexrco of'fset
by lower asbestos and environmental costs due to the $465 millicn pre-tax charge taken in 2004 to reflect changes in the
~ Company’s estrmate of unasserted asbestos ||ab|||t|es and environmental Ilabllltles . 4 :

- . . ‘ R i I R SR
COMPENSATION AND BENEFITS . oL P N v ., L
Compensation and benefits expenses of. $3 515 mrllron \Alrere $193 million, or 6 percent, hrgher than 2004 The increase was
primarily related to the significant i increasesin’ freight volumes experienced in 2005. The i mcreases in. freight. volumes drove an

increase in crew training costs and an approxrmate 5 percent |ncrease in employee headcounti S

I
!
r

.- - tome

-

. ”
Y

FUEL
Fugl expenses of $1, 959 mrliron for 2005 were $624 million, or 47 percent, higher than 2004 The increase in fuel expense is
due to-an mcrease in the average all-in cost per- gallon of|diesel fuel, as well as an increase.in consumption driven by higher
.volumes The average all -in cost per gallon of diesel fuel increased by 40 cents, or $566 million, \iivhrch is comprised of an increase
~inthe average purchase price of 53 cents, or $759 million, partially offset by an increase in the hedge benefit of 13 cents, or

-$193 million’ (2005 benefit of $5631 million less 2004 benefrt of $338 million). Consumpticon m 2005 was 1,402 million gallons
compared with 1,344 million gallons in 2004 resulting in a $58 million increase in fuel expense

PURCHASED SERVICES . . .
Purchased services expenses of $1 713 million for 2005 waere $289 million, or 20 percent hrgher than 2004: This increase was
primarily due to increases in.the fallowing valume- reIated costs of approximately {i) $75 mrllron in intermodal ramp costs; (u)
%70 rnrlhon in locomoctive, freight car and_equrprnent maintenance expense; (i) $45 million in pprchased transportation costs for
BNSF Logistics; and (iv) $30 million in payments for transportation over other railroads.

L
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-

DEPRECMTION AND AMORTIZATION ‘ : et e
-Depreciation and amortization expenses of $1,075 mr%lron for 2005 were $63 million, or & percent higher than 2004. This increase
‘was primarily due to Aongolng capital expenditures. o . . . :

EQUIPMENT RENTS R S e T B e
Equipment rents expenses for. 2005 of $886 m||||on were . $96 miltion; or 12 percent, hlgher than 2004 Expense increases of
$70 million for freight car-equipment and $26.million for locomotive leases were. drlven by increases in.units resultlng from
significant volume increases as well as higher lease rates L L . '
MATERIALS AND OTHER - ' Ve "o “ e ‘. .
Materials and other expenses of $917 million for 2005, 'which consmts of approximately $359 million of matenals expense with
the remainder consisting of numarous other items, were $460 million, or 33 percent, lower than 2004. In 2005, materials,and
other expense was impacted by an impairment charge'of. $71 million related to the future sale, of certain line segments as weII
as $70 million of increased material costs for Iocomotlves frelght cars and track structure,: pamally offset by iower envrronmental
and personal injury expense, in 2005. However, the $465 million pre—tax charge recorded in 2004 to reﬂect a change |n BNSF s

estrmates of unasserted asbestos and enwronmental ||abrlrt|es more than oﬁset these changes by a S|gnrf|cant amount

e

- . d N . . . - .
w . L . N . r

INTEREST EXPENSE o S - ~ ("o
Interest expense.of $437 million for 2005 was $28 rrulhon or. 7 percent h|gherthan 2004 Th|s increase was, prlmanly the. result
of higher average interest rates in 2005.

4 ﬂ : C ot

'omsn EXPENSE, NET ° S SRR IR e e
Other expense of $37 million for200% was $33 million higher than i in 2004. The increase in other expense net was predomlnantly
due_to the receipt of interest income on a settlement that pccurred in 2004, losseés on BNSF's participation in a synthetic fuel

partnership for which tax credits are generated and hlgher accounts receivable sales fees driven primarily by hrgher interest rates.

Lo 25

LIQUIDITY AND CAPITAL HESOURCEé .

Cash generated from. operations is BNSF's principal source of liquidity. BNSF generally funds any additional liquidity require-
ments through debt issuance, |nc|ud|ng commermal paper through Ieasmg of assets and through the sale of a portlon of its
accounts receivable- . - S - ot

| :
OPEHATING ACTIVITIES : : '

-

2006

Net cash prowded by operating activities was $3, 108 ml Iron during 2006 compared with $2,609 million durmg 2005 The increase

was primarily the result of an increase in earnlngs before deprematlon and amortization expense
1
o, “ I . . ] ' .

- o - - .. - - - m . - . - - -

2005

Net cash provided by cperating activities was $2,609 million durmg 2005 compared with $2 377 million during 2004. The increase
was primarily the result of an increase in earnings before the effect of the 2004 third quarter charge related to a change in BNSF's
estimates of unasserted asbestos liabilities and environmental liabilities, which had no impact on the Company’s cash flows (see
note 10 to the Consolidated Financial Statements for additional information) partially offset by a use of cash related to the
$350 million decrease in the Company’s accounts recei\‘rable sales program {see Note 6 to the Consolidated Financial Statements
for additional.information). The decrease in the Companys accounts receivable sales program resulted in higher commercnal
paper (see Mote 9 1o the Consolldated Finaricial Statements for addlttonat |nformatlon}. T

. N - . C w -
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‘ .mformatlon)

.

Iocomotrves)

BNSF L - o

INVESTING ACTIVITIES

Net cash used for investing actrvmes was $2,086 m|II|on during 2006 compared with $2,023 million during 2005. investing

‘activities for the year included $2 014 millicn of capital explendrtures which weré $264 millionthigher than 2005 primarily due to
‘an increase in capital expenditures for marntenance of BNSFs track structure and for terminalland line expansions as illustrated

in the table below. The décrease in cash used for other |nvest|ng activities primarily reflects timing of equipment financing
activities, $50 million in consideration teceived for the third easement saleé to Seattle Sound Transit and $45 million in consideration
received for the New Mexico line sale as discussed in the ‘Other Matters” section. Addltlohally 2005 included consideration
paid to another carrier for trackage rights and alternative aclzcess rights (see Note 7 to the Consolrdated Financial Statements for
additional mformatron) and an investment in Pace Synfueisl. : :

2005 co e

L

‘Net cash used for investing actlvrtles was $2, 023 million durmg 2005 compared wrth 81, 595 million durmg 2004. Investing
_actlwtles for the year included $1.750 mrIIson of capital expendrtures which were $223 millionthigher than 2004 primarily due to

an increase in capital expendltures for maintenance of BNSF s track structure and for termmal and line expansmns The increase

" in cash used for other mvestlng activities’ prlmarlfy reflects ‘the timing of eqmpment flnanctng activities, consideration pald to

another camer for trackage rights and alternatrve access rights {see'Note 7 to the Consolidated Financial Statements for additional
information!, line acquisitions and an investment in Pace Svnfuels as well as a $26 million cashjsource in the first quarter of 2004
related to the consolidation of San Jacinto Rait Limited (see Note 7 to thé Consolidated Frnancral Statements for additional

A breakdown of cash capltal expehdltures during 2006 2005 and 2004 is set forth in the following table (in-millions):

Year end_ed December 31, i ‘~_r . ) 2008 . T 2005 2004
Maintenance of way’ ' _
‘Rail -. . . $ 304 o8 232 $ 219
Ties ., - c . ©oan ‘ 284 1257
Surfacing ST L L 214 - 183 ' 159
‘Other - - - 1 ¥ 354 - 359
Total maintenance of way ‘ 1,226 1,063 -994
Mecharical LA 152 136 114
Information services S 65 .64 . 7?
Other. . 121 108 - ~ 107
Total marntenance cf busmess . - _ 1,564 1,361 ° 1,288
New Iocomotive aoqmsntlons S ’ - - ‘16
Terminal and line expansion - 450 389 223
1bta| ) $ 2,014 | $ 1,750 § 1,527

The table-above does not: mclude expendltures for equipment. frnanced through operatmg leases (principally related to

b

FINANCING ACTIVITIES
2006

Net cash used for financing activities dunng 2006 was $722 mitlion, prrmanly related o common stock repurchases of $730 million
and d:wdend payments of $310 million, which where’ partially oﬁset by net debt borrowings of §116 million, proceeds from stock
optrons ‘exercised of $116 million and excess tax benefits from equrty compensation plans of $95 million. Upon adoption of SFAS

No. 123R, the excess tax benefits from equity compensation plans were classified in financing aotlvrtres However, as the Company
~adopted SFAS No. 123R prospectlvely, financial statements pricr to January 1, 2006, include excess iax benefits as an operatrng

actlwty

‘In August 2006 BNSF issued $300 million of 6.20 percent debentures due August 15, 2036. The net proceeds from the sale of

I 1
the debentures are being used for general corporate purposes including but not limited to workmg capital, capital expenditures
and the repayment of outstanding commercial paper. See Note 3 to the Consolidated Frnanmat Statements for information related
to the hedges unwound as part of this debt issuance.-

'




2006

Aggregate, debt to mature in 2007 is $473 million. BNSF's ratio of net debt to total capitalization was 40.3Ipercent at
December 31, 2006, compared with 42.7 ‘percent at December 31, 2005. The Company's adjusted net debt to total capitalization
was 51.1 percent at December 31, 2006, compared with 51.5 percent at December 31, 2005. BNSF's adjusted net debt to total |
capitalization is a non-GAAP measure and should be considered in addition to, but not as a substitute or preferable to, the
information prepared in accordance with GAAP However, management believes that adjusted net debt to total capitalization
provides meaningful additional information about the ab|||ty of BNSF to service Iong-term debt and other fixed obligations and
to fund future growth ! “

The fotllowing table presents a reconciliation of the calculation of adjusted net debt to total capitalization percentage:

Year ended December 31, ’ - L - 2006 2005

Net debt to total capitalization® Lo : 40.3% 42.7%
Adjustment for long-term operating leases® . : . o 11.4 ) 9.4
Adjustment for other debt equivalents® ’ ' ' " ) 0.6 0.6
Adjustment for junior subordinated notes® _ ' . {1.2} ' (1.2}

Adjusted net debt 1o total capitalization o 51.1% 51.5%

a Net debt to total capitalization is calculated as, total debt (long-term debt and commercial paper plus |ong-term debt due wnhm one year) -
less cash and cash equwalents divided by the sum of net debt and total stockholders equity.

b Represents ihe net present value of future cperating Iease commltments .. o

¢ Adjustmeni for other debt equwalems pnncnpally mcludes accounts receivable fmancmg (see Note 6 to the Consolidated Fmancnal
Staternents for additional information).

d  Junior subordinated notes are ingluded in total debt on the respective Consolidated Balance Sheets; however, as they include certain’
equttv charactenstlcs as descnbed be!ow they have been assigned 50 percent equity credit for purposes of this calculation. .

Pursuant 10 existing Board authority as of December 31, '2006, BNSF could i |ssue up to an addmonal $700 m|II|on of debt secuntles
through the SEC debt shelf reglstratuon process. In February 2007, the Board authorized an additional $1.4 billion of debt securities
that may be issued through the SEC debt shelf registration process, for a total of $2.1 bill|on of debt securities now authorized
to be issued. ‘ ! . ; '

-

2005 B ' . :
Net cash used for fmancmg acttwtles dunng 2005 was $833 rmlhon pnmarlly related to common stock repurchases of $799 m||||on
prepaid farward share repurchases of $600 million and dividend payments of $267 million, which where partially offset by net .
debt borrowings of $599 million and proceeds from stock options exercised of $244 million:

v

In December 2005, BNSF issued $500 million of 6.61? perceni junior subordinated notes due December 31, 2055. The junior
subordinated notes are callable on or after January 15, 2026,.at par plus accrued-and unpaid interest. On January 15, 2026, if
the junior subordinated notes are not called, the interest rate will change to an annual rate equal to the 3- month London
Interbank Offered Rate (LIBOR) pius 2.35 percent, reset quarterly. Interest payments may be deferred, at the opnon of the
Company, on a cumulative basis for-a peried of up to five consecutive years; however, during this time the Company would
not be permitted to declare or pay dividends on itsicommon stock. In the event that certain financial covenants are not
maintained, the Company would be required to sell common stock, the proceeds of which would be used to pay any accrued
and unpaid interest. At December 31, 2008, the Company was in.compliance with "these covenants. Because of this structure,
certain rating agencies provtde a considerable degree of equity treatment for purposes of calculating various ranos and metrics.
The majority of the net proceeds of the debt issuance were' used to repurchase common stock with the remainder used for
general corporate purposes.” : ) : : : . -

i

1
i

2004 .

3 -
Net cash used for financing activities during 2004 was $478 million primarily related to the following: (i) dt\ndend payments of
$231 million: (i) net debt repayments of $292 million; and {iii} common stock repurchases of $376 million, which were offset by
proceeds from stock options exercised of $420 m|ll|on

.

The Company issued $250 million of 4.88 percent note's due January 15, 2015. The net proceeds of the debt issuance were used’
for general corporate purposes including the repayment of outstanding commercial paper. :

.




BNSF

DIVIDENDS ST U : - . - .

Commen stock dividends declared were $0.90, $0.74 and $0.64 per share annyally for 2008, 2005 and 2004, respectnvely Dividends
. paid on common stock were $310 million, $267 million and $231 millign durmg 2006, 2005 and 2004, respectively. On
October 19, 2008, the Board declared a quarterly drwdend of $0.25-per share on outstandrng shares of common stack, payable
January 2, 2007, 1o shareholdars of record on December 12 2006. On February 14, 2007, the Board declared a quarterly dividend
of-$0.25 per share on outstanding shares of common stolr:k payable Apnl 2; 2007 to shareholders of record on March 12, 2007

r

COMMON STOCK REPURCHASE PROGRAM. . . \

During 2006, 2005 and 2004, the Company repurchased approx:mately 18 mrlnon 14 mlllron and 10 million shares respectively,
of its commen stock at average prices of $73.43 per share, $54 95 per share and $35.98 per share respectively. Further information
on this repurchase program is |ncorporated by reference from Note 15 to the Consolidated F|nanC|aI Statements.

In February 2007, “the. Board authorized the extension of tlhe current BNSF share .repurchase program addmg 30 mrllron shares
1o the total of 180 million shares previously authenzed in equal amounts in July 1997, December 1999 April ; 2000 September 2000,
January 2003 and December 2005. ‘

Since 2001, BNSF has primarily utilized free cash flow to repurchase its shares. In February 2007 BNSF an'noun'c'ed it will modify
its share repurchase approach based on |mpreved credit statrstlcs overthe’ past few years, mcludmg interest coverage debt-to-
cash flow and debt- -to-capital ratios. These credit statistics have |mpr0ved sufflmently that BNSF now intends to devote additional
financial capacaty to share repurchases Thls difference in Iapproach is expected to result i ina :'noderately higher leve: of debt.

.
- B [ .-

[ -

' LONG-TERM DEBT AND OTHER OBLIGATIONS . - T \

The Company's busingss is capital intensive. BNSF has historically generated a significant amount of cash from operating activities,
which it uses to fund capital addmons serwce debt, repurchase shares and pay dividends. Addrt:onafly the Company relaes on
access to the debt and leasrng markets to fmance a portion of cap'.ta'. add'.t\ons on a long- term bas'.s

I

During 2006, BNSF agreed to acquire an additional 120 locemotives, bringing its total commltment to acquire 965 new locomotives
by 2009. As of December 31, 2006, BNSF had taken delivery of 765 of the 965 locomotives, including 362 during 20086.

During 2006, BNSF agreed to acquire 4,000 covered hori)pers 1,400 double-stack cars and|[600 Centerbeams by 2010. As of
December 31 2008, BNSF had taken dehvery of the 600 centerbeams and 100 of the double- stacked cars.’

- The locomotlves and treight cars'under these agreements have been or are expected 1o be financed from one or a combination
.of sources including, but not limited to, cash from operat:ons capital or operating leases and debt issuances. The decision on
the method used for a particular acquisition financing will depend on market conditions and other factors at that time. '

The Company also utilizes a commeércial paper pregram.backed by a bank revolving credit agreement to manage liquidity needs.
For 2007 and the foreseeable future; the Company expects that cash from operating activities access to capital markets, the.
accounts receivable sales program and the bank revolvrng credit agreement will be suft‘lcrentI to enable the Company to meet
its obligations when due. The Company believes these sources of funds will also be sufficient to fund capital, additions that are
riecessary to maintain its competitiveness and posmon the Company for future revenue growth

The Companys ratio of earnings to fixed charges was.4. 89 and 4.62 tmnes for the years ended December 31, 2006 and 2005
respectrvely Addltronally, the Company's ratio of net cash provided by operating activities d|V|ded by tota) average debt was
43 percent and 39 percent for the.years ended December 31, 2006 and 2005. respectively. The.increase in the ratio of net cash
provided by operating actwrtles divided by total average debt is prlmanly due to |ncreased earnings. ‘
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The following table. summarizes the’ Companys ob_ligations under long-term debt and other.contractual commitments at
December 31, 2006, {in mllllons) o . ' oo L :

- E Payments Due by Period

Less than More than

Contractual Obligations ' \ ) to Total 1 year 1-3 years 3-5yaars 5 years
Long-term debt® T "' s 6776, § 382 ~§ 309 % 1623 $ 4,492
Capital lease obligations ) ‘ - N 609 .- Co21 e, ©223 109 156
Interest payments® , . 1.080 Ca3 . 779 700 . . 5158
Operating lease obligations* . , i 7496 ' . 840 | 1,307 1,009 T 4,450
Purchase obligations® - ' 0875 12,968 1,470 1,253 5184
QOther long-term liabilities reflected on the balance ) T . .

sheet under GAAP® : . 453 48 : 101 259 45
Total contractual obligations $ 33259 ° § 4542 $ 4,189 $ 5043 . % 19,485

Excludes capital lease obligations. o e ' '

b. Interest payments relate to fixed-rate long-term debt and capital lease cbligations and exclude the impact of any interest-rate-hedging
: activities (see Note 3 to the Consolidated Financial Statements for additional information). Additionally, the Company's only variable-rate
debt is commercial paper, which expires within 90 days; therefore, the related interest has been excluded from the table abovs.

¢ Gross payments due, which include an interest compenent.

. LR

d  Includes shortine minimum usage commitments, asset maintenance and other purchase commitments.

e Consists of employee separation payments as discussed in Note 11 to the Consolidated Financial Statements and actuarially estimated.
payments expected to be made over the next five years for the pensmn plans and the retrree health and welfare plan as discussed in
‘Note 13 10 the Consolrdated Financial Statements. - AR
LD -
' . ] T - .
In the normal course of business, the Company enters into long-term contracts for future goods and services needed for the
operations of the business. Such commitments are not in excess of expected requirements and are not reasonably likely to result

n

in performance penalties or payments,that would have a material adverse effect.on the Company's liquidity. fw

P o, T

ook P '
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CREDIT AGREEMENT

Commercial paper and the revolvmg credn agreement are dlscussed in Note 9 to the Consohdated Financial Statements The
revolving credit agreement includes covenants and events of default typical for this type of facmty, including a maximum debt-
to-capital test and a $75 million cross-default provusmn At December. 31, 2006, the Company was in compliance with its debt
covenants. BNSF's maximum debt-to-capital test provides approximately $8 billion of debt.capacity above BNSF's outstanding
debt as of December 31, 2006, before an event of default would oceur under these covenants: With the exception of & voluntary
bankruptcy or insolvency, any event of default has elther or both a cure penod or notice requirement before termination of the
agreement. A voluntary bankruptcy or insolvency would be considered an immediate termination event.

OFF-BALANCE SHEET ARRANGEMENTS . 0" - . . '

SALE OF ACCOUNTS RECEIVABLE T S

The accounts receivable sales program of Santa Fe Receivables Corporation, as described i |n Note 6 to the Consolidated Flnanmal
Statements, mcludes various provisions that, 'if triggered, would allow the investors participating in this program, at their option,
to cancel the program These provisions include a maximum debt-to-caprtal test, which is the same as in the BNSF revolving
credut agreements described above. BNSF’s maximum debt- to—capltal test provides approxumately $8 billion &f debt.capacity
abové BNSF's dutstanding debt as of December 31, 2006. At December 31, 2008, the Company S capamty to sell undwrded
interests to investors under the accounts receivable sales program was $700 million, which was compfised of two 3350 m|ll1on
364-day accounts receivable facilities. The Company amended these facrlmes in November 2006, modifying their maturitias to
November 2007. Management expects to be able to either extend the commrtment of the current investors under the accounts
recewable sales program past November 2007 or to find additicnal investors in the accoums recelvable sales program who will
. commiit to purchase undivided interests after November 2007
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The accounts receivable sales program provides efficient|financing at a comp'étitive interestrate as ‘compared with traditional
borrowing arrangements and provides diversification of fundnng sources. Slnce the funding.is ciollateralzzed by BNSF receivables,

the risk of exposure is qnly as great as the risk of default on these receivables (see Note 6 to the Consuolidated Financial Statements -
for additional |nformatronJ . - '

GUARANTEES

The Company acts as guarantor for certain debt and fease obligations of others. During the past few years, the Company has
primarily utilized guarantees to allow third- -party entities to obtain favorable terms to finance the construction of assets that will
benefit the Company. Additionally, in the ordmary course of busrness BNSF enters into agreements with third parties that include
indemnification clauses. The Company does not expect performance under these guarantees,or indemnities to have a material
adverse effect on the Company’s liquidity in the foreseeable future (see Note 9 1o the Consolrdated Financial Statements for
additional |nformat|on)

INFLATION - . SR ' ' . . ‘
Dué to the capital-intensive nature of BNSF's business, the full effect of inflation is not reflected in operating expenses because

I .
deprecratron is based on historical cost. An assumption: thzlat all operatmg assets were depreciated at current price lavels would
result in° substantlelly greater expense than historically repo rted amounts.

OTHER MATTERS
COMMERCIAL ¥

In July 2004 BNSF Rarlway |n|t|ated an arbitration proceeding under a Joint Service Agreement {JSA) with a malor truckload carrier
{the "carrier") with which BNSF Railway handies eubstanuelhcmt intermaodal movements. In the proceedrng BNSF Rarlway sought
anincrease in its divisions of joint revenue for intermodal mr')vements Additionally; the carrier chaflenged the basis of the divisions
and raiséd other issues under the JSA. An interim Award decision was issued by the arbrtratrén panel on September 186, 2005,
increasing BNSF's revenue divisions, and-favorably resolvrlng other issues raised in the proce%edrng Both parties accepted the
Interim. Award as the final and blndlng award in the arbltretlon on QOctober 17 2005 By agreement of the parties, on Octaber
19, 2005, the pane! entered an order terminating the proceeding. In the fourth quarter of 2005, BNSF recorded a galn of approxlmately
$26 million pre-tax, $16 miltion, net of tax, or $0.04 per share, as a result of this retroactive awa‘rd of compensatlon for the period
of July 7 2004 through September 30, 2005. Of this garn $21 million was recorded as an |ncreasie in Consumer Products revenue
and the remarnlng $5 miltion was recorded in purchased servlces expense asa rermbursement of legal fees.

'’

In February 2005, the Company received a Civil Investigative Demand frorn the Antitrust Drwsron of the Department of Justice
requesting inforrmation concerning the Company's pricing ectlwtles relating to-the shlpment of coal from the southern Powder
River.Basin. The Company continues to respond to requests for mformatlon

R I . . - .
N : . . !

HEDGING ACTIVITIES

The Company uses derivatives to hedge against increases in diesel fuel prices and interest rates as well as to conyert a portion
of its fixed-rate long-term debt to floating-rate debt. The Company formally documents the relationship between the hedging
instrument and the hedged item, as well as the risk manag:ement_objective and strategy for thge use of the hedging instrument,
This .docur,nentatjon includes linking the derivatives‘ that ar%e designated as fair value or cash flow hedges to specific a_ssets or
fiabilities on the balance sheet, commitments or forecasted transactions. The Company assesses at the time a derivative contract
is entered into, and at least quarterly thereafter, whether the derivative item is effective in offsetting the changes in fair value or
cash flows Any change in fair value resultmg from |neffect|veness as defined by SFAS NoI 133, Accounting for Derivative
Instruments and Hedgsng Activities, as amended is recegnrzed in current period earings. Fo'r derivative instruments that are
designated and qualify as cash flow hedges, the effective portion of the gain or loss on the dersvatlve mstrument IS recorded in
"accumulated gther comprehenswe toss (AOCL) as a separa‘te component of stockholders’ equrty and reclassrfled into earnmgs
in the perrod during which the hedge transactron affects earnings.

NS
4

FUEL - ' '

BNSF measures the farr value of fuel hedges from data provrded by varigus external counterparties. To value a swap, the Company
uses the forward commaodity price for the period hedged. The fair values of costless collars are calculated and provided by the
corresponding counterparties. BNSF monitors its hedgrng positions and credit ratings of its counterperues and does not anticipate -
losses due to counterparty nonperformance {see Note 3 tolthe Consolidated Financial Statements for additional information).
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INTEREST RATE ;
From time to time, the Company enters into various interest rate hedging transactions for the purpose of managing exposure
to fluctuations in interest rates, establishing rates in anticipation of future debt issuances and converting a portion of-its fixed-
rate long-term debt to floating-rate debt. The Company uses interest rate swaps and treasury locks as part of its interest rate
risk management strategy. BNSF's measurement of the fa|r value of interest rate swaps and treasury locks is based on-estimates -
of the mid-market values for the transactions provided by the counterparties to these agreements (see Note 3 to the Consolidated
Financial Statements for additional information). : 4 et

in anticipation of a future debt issuance, BNSF entered into six ireasury focks between January 1 2007 and February 6, 2007,
totaling $250 million to fix the treasury component of the expected debt issuance. The treasury locks are expected 16 be unwound
during the second quarter of 2007 Any gain or loss on the treasury Iocks will be amomzed 10, |nterest expense over the I|fe of
the |ssued debt. L : . - :

4

EMPLOYEE AND LABOR RELATIONS o

A S|gn|f|cant maJorlty of BNSF Rarlway s employees are u‘mon represented BNSF F{a|lway ] umon employees work under collectave '
bargaining agreements with various labor organizations. A negotiating process for new, major collective bargaining agreements
covering all of BNSF Railway's union employees has been underway since the bargaining round was initiated November 1, 2004.
Wages, health and welfare benefits, work rules and other issues have traditionally been addressed through |ndustry—W|de
negotiations. These negotiations have generally taken place over an extended period-of time and have grewously not resultéd in
any extended work stoppages. The existing agreements have remained in effect and will continue to remain in effect until new
agreements are reached or the Railway Labor Act's procedures (which include mediation, cooling-off periods end the possibility
of Presidential intervention) are exhausted. Agreements undergoing renegoatiation in the current bargemrng round provide for
periodic wage |ncrease5 until new agreements are reached ’ . ) . , - -

The current bargaining round for all unions with contracts that came into effect after January 1, 2005, began on and after
November 1, 2004, with the serving of Section 6 notlces which are each side's initial proposals BNSF Railway is participating
in coordinated national handling of these proposals. The current agreements remarn in effect until new agreements are reached
or until changes to the emstrng agreements are made I ' :

v

SEATTLE SOUND TRANSIT '

.

In December 2003, the Company entered |nto several agreements W|th Central Puget Sound RegionaiTransn Authorlty (Sound
Transit), a government authority established by King, Pierce and Snchomish counties within the State of Washington. BNSF has
agreed 10 selt to Sound Transit under the threat of condemnation a combination of (i} four easements enabling Sound Transit to
offer commuter rait service over existing BNSF track from Seattle to Everett and {ii) 18 miles of railread line from south ofTacoma
0 N|squally, Washington. ‘ L. . o : v

Sound Transit agreed to pay BNSF approximately $260 million for four commuter easements to operate tralns on the segment _
between Seattle and Everett and entered into agreements both for service on the commuter easements and joint use of track
for commuter and freight purposes. The Company received approxrmately $80 mlllron of cash in 2003 upen the closing of the
first easement, $80 million of cash in 2004 upon closmg of the second easement and $50 millién of cash in 2006 upon closing
of the third easement. The sale proceeds will be recognlzed in income over the use of the associated track stricture {appraximately
37 years). In 2007, upon thé final closmg sub;ect to condmons in the sale agreement, BNSF will receive an addmonal $50 million
for the remammg easement ‘

+
w

o l v
Additionally, the Company sold 18 miles of railroad line and assocrated real estate from south ofTacoma to Nisqually in several
separate transactions. The Company recognized gams associated with the sale of $9 million and §7 million, net of tax, in 2005
and 2004; respectively. .- ' S . R e o -
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. 1
NEW MEX|CO DEPARTMENT OF TRANSPORTATION : ’ ,

In the fourth quanel of 2005, BNSF Railway Company entered into agreements with the New N'lexico Department of ransportation
to sell the Company's rail line and certain adjacent property between Balen, New Mexico and Trinidad, Colorado, through a series
of sales agreements, while maintaining freight easemen;t rights on the line. The Company recognized an impairment charge in
2005 related to this agreement of $71:million. During‘the first quarter-of 2006, upon the closing of the sale of the first of the
line segments, the Company recognized a gain of $22 million and received a cash payment of $45 million. Upon satisfaction of
closing conditions, the remaining agreements are expected to close over the next two ye;frs BNSF expects to receive cash
payments of $18 million in 2007 and $4 million in 2008 related to these transactlons The rmpawment charge and the gain were
recorded as a component of matenals and other expense

+

AMERICAN JOBS CREATION ACT OF 2004

In October 2004, the American Jobs Creation Act of 200:1 was S|gned into law. Part of the legislation includes the repeal of a
4.3-cent tax per gallon of diesel fuel. The tax is being gradually phased out in 2005 and 2006 and will be completely phased out

.~ by 2007 Based on actual and projected fuel consumption, the repeal of the tax resulted in approianately $21 million and $8 rmll:on

in mcremental savings in 2005 and 20086, respectwely, and s expected ta result inincremental savtngs of approxlmately $34 mtllton
for BNSF in 2007

3
L e . wa t + . . .

.

CRITICAL ACCOUNTING ESTIMATES . ., .- -,

in the ordinary’course of business, the Company makes'a number of estimates and assumptions related to the reporting of
results of operations and financial position in the preparation of its financial statements in conformity with accounting principles
generally accepted in the United-States of /-\n'it'—irice.'Actuall results could differ significantly'fronw those estimates under different
assumptions and conditions. The following discussion addresses the Company’s most critical accounting estimates.

Management has discussed the development and selectien of the critical accounting estimates described below with the Audit
Committee of the Board of Directors, and the Audit Commlttee has reviewed the Company's dlsclosure rela‘;mg o them in th\e
Management's’ DISCUSSIOH and Analysis of Funenmal Condmon and Results of Operatlons :

LEGAL

BNSF s most 5|gn|f|cant legal claims relate to personal injury ctaims and environmental matters. These claims are duscuseed in
more "detail below. - - - .

During 2004, BNSF recorded a $465 million pre~tax charge to reflect changes in its estimate oi unasserted asbestos habilities
and environmental liabilities.-Of this amount, $293 million and $172 million were related to unass{erted asbestos and environmental
liabilities, respectively. The $465 million pre-tax charge was recorded in materials and other expense and reduced net income by
$288 ml"IOl"l or $0.77 per share durang 2004

L B
N . [

PERSONAL’ iRy
Personal |nJury clalms mcludmg asbestos clalms and employee work related unjunes and thlrd -party |n|unes (collectwely other
personal anluryl area 5|gn|f|cant expense for the raiiroad mdustry Personal injury claims by BNSF Railway employees are sublect
to the provisions of the Federal Employers Liability Act (FELA) rather than state workers' compensatlon laws. FELA's system of
requiring the finding of fault, coupled with unscheduled awards and reliance on the jury system, contnbuted to increased expenses
in past years. Other proceedings include claims by non-employees for punitive as well as‘compensatory damages. A few
proceedings purport to be'class actions. The variability preeent in settling these claims, includilng non-employge personal injury
and matters in which punitive darmages are alleged, could result in increased expenses in futu{e years. BNSF has implemented
a number of safety programs designed to reduce the number of personal injurias as well as the associated claims and personal
injury expense. |

-

BNSF records a liability for personal injury claims when the |expected loss is both probable and r"easonably estimable, The liability
and ultimate expense projections are estimated using standard actuariat methodologies. Llabllltles recorded far unasserted
personal injury claims are based on'information currently available. Due to the inherent uncertalnty involved in projecting future
events such as the number of claims filed each year, develolpments in judicial and legislative standards and the average costs to

l
i-

settle projected claims, actual costs may dlffer from amounts recorded.
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ASBESTOS . . . L
The Company is partyto a number of personal injury clalms by employees and non- employees who may have been exposed to
ashestos. The heaviest exposure for BNSF employees was due to work conducted in and around the use of steam locomotive
éngines that were phased out between the years of 1950 and 1967 However, other types of exposures, including exposure from
Iocomotwe component parts and building materials, continued after 19567 until they were substantlally eliminated at BNSF by 1985.

Pnor to 2000 c|a|m filings against the Company for asbestos were not numeroue ‘and were sporadlc Accordlngly, while the
Company had concluded that a probable loss had occurred, it did not belleve it could estlmate the range of reasonably possible
loss because of the lack of experience with such claims and the fack of detalled employment records for the population of exposed
employees The Company believed, however, that the Iow end of the range of reasonably possrble Ioss as that term is used in
Financial Accounting Standards Board {FASB) Interpretatlon No. (FIN) 14, Reasonable. Estrmatron of the Amount of a Loss, was
immaterial. Subsequent to this period, claim filings increased and, when they continued into 2004, the Company concluded that
the low end of the'range of reasonably possible loss would be material and that an estimate for unasserted asbestos exposure
liability needed 1o be recorded. BNSF then engaged aithird- -party with extenswe experience in performing asbestos studies to
assist in assessing the unasserted liability exposure. The objective of the assessment was o determine the number of estimated
unasserted asbesios claims and the estimated average cost per claim. The Company, with the assistance of the third party, first-
determined its exposed population from which it-was able to derive the estimated number of unasserted claims. The estimated

~ average cost per claim was then determined utilizing recent actual average cost per claim data: CT

Based on the assessment, the Company recorded an undiscounted $293 million pre-tax charge for unasserted asbestos claims
in the third quarter of 2004, The $293 million pre-tax charge was recorded in materials and other expense and reduced net income
by $182 million, or $0.49 per share, for the year endedl December 31,.2004, L.

Key elements of the assessment included:

 Because BNSF-did not have detailed employment records in order to compute the population of potentially exposed
employess, it computed an estimate using Company employee data from 1970 forward and estimated the BNSF employee
base from 1938-1969 using railroad,industry historical census data and estimating BNSF's representation in the total

1

railroad population. | - . B N o o
+ The projected incidence of dlsease was estlmated based on ep|dem|o|og|cal studles usmg employees’ age duratron and
intensity of exposure while employed. i Ve i,

» An estimate of the future anticipated claims f|Irng rate by type of disease {non-malignant, cancer and mesothehomal was
computed using the Company’s average historical claim filing rates for the period 2000 2003 (the years in which the number
of claims were more significant). - ! : .

* An estimate of the future anticipated dismissal rate by type of clalm was computed using the Company s historical average
dismissal rates observed in 2002- 2004.

* An estimate of the future anticipated settlement by type of disease was computed using the Company’s historical average
of dollars paid per claim for pending and future claums using the average settlement by type of incidence observed during
2002-2004.

From these assumptions, BNSF pro;ected the incidence of each type of disease to the esttmated populatlon 1o arrive at an

estimate of the total-number of’ employees that could potentially assert a claim. Hlstorlcal claim filing rates were appl:ed for
each type of disease to the total number of employees’that could potentlally asseft a claim to determine the total number of
anticipated claim ﬂhngs by disease type. Historical dismissal rates, which’represent claims that aré closed without payment,
were then applied to calculate the number of future claims by, disease type that would likely require payment by the Company.
Finally, the number of such claims was multiplied by the average settlement value to estimate BNSF's future liabflity for unasserted
asbestos claims. . ’ '

L
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The most sensitive assumptions for this accrual are the estilmated future filing rates and estimat]ed average claim values. Asbestos
claim filings are typically sporadic and may include large batches of claims solicited by law flrms To reflect these factors, BNSF
_ used a multi-year cafibration period (i.e., the average historical ftltng rate for the period 2000- 2003) because it helieved it would
be most representative of its future claim. experience. In addition, for non-malignant claims, the number of future claims to be
filed against BNSF declines at a rate consistent with both mortality and age as there is a de'creasing propensity to file a claim
as the population ages. BNSF believes the average claim values by type of disease from the historical period 2002-2004 are
most representative of future claim values. Non- mallgnant'clmms which represent approxnmat?ely 95 percent of the total number
and 80 percent of the cost of estimated future asbestos claims, were priced by age of the pro;ected c!almants Historically, the
ultimate settlement value of these types-of C|ath is most’ sen5|t1ve to the age of the ctaimant. A 10 percent mcrease or decrease
in either the forecasted number of unasserted claims or Ithe average claim values would result in an’approximate $25 ml[lton
increase’ or decrease in the Irabthty recorded for unasserted asbestos claims.’ ) }
During each of the third quarters of 2006 and 2005, the Company had the third party analyze recenlt trends to ensure the assumptions
utilized inthe original September 2004 study were still \rali.él!. Based on these reviews, the oriéihal study continues to represant a
reasonable estimate of BNSF's future ashestos exposure. Therefore, management recorded ntf) additional expense as a result of
‘these updates. The Company plans to update the study again in the third quarter of 2007 In ad'dition throughout the year, BNSF
monitors actual experience against the number: of forecas}ed claims and expected claim. payments and records adjustments to
the Company's estimates as necessary (see Note 10 to the Consolidated Financial Statements for additional information).

The followrng table summarizes.the actlwty in the Company’s accrued obllgatlons for both a.;.zserted and unasserted asbestos
matters {in mllllons) oot ) :

! 2006 | " 2005 * 2004

1
Beginning balance Lo . $ 326§ 345  $ 60
Accruals, S o - - ) 308
Payments R ‘ . (20) ' e . - - (23}
Ending balance at December 31, Lo N ‘ $§ 306 ' § 326 .$ 345

Ofthe obligatiolns at December 31, 2006, $251 mitlion was related to unasserted claims and $55 million was related to asserted
claims. At December 31, 2006 and 2005, $22:and $21 million were included in current liabilities, respectively. The recorded
liability was not discounted. In addition, defense and processing costs, which are recorded‘ofn an as-reported basis, were not
included in the recorded liability. The C'ompa'n';z is present'.y seli-insured for asbestos-related cl;aims

I RN
The folfowmg table summarizes mformatmn regarding the nurnber of asserted asbestos clatms filed against BNSF:

. ; . l [ 2006 - 2005

Claims unresolved at January 1, - " ' ! : ' t 2,121 1,926 -
Claims filed - e 1 T ‘ 530 835
Claims setiled, dismissed or otherwise resclved - {676) (640}
| ’ 1,975 2,121

Claims unresolved at December 31, * ~

1

Based on BNSF's estimate of the potentially éxposed ernployees and related mortality assumptions, it is anticipated that unasserted
claims will ¢ontinué to be filed through the year 2050. The Company recorded an amount for the full estimated filing period
through 2050 because it had a relatively finite exposed population (former and current employees hired prior to 1985}, which it
was able to :dentlfy and reasonably estimate and about whtch it had obtained reliable demograpmc data {including age, hire date
and occupation} derived from industry or BNSF specific data that was the basis for the study. BNSF projects that approximately
55, 75 and 95 percent of the future unasserted asbestos claims will be incurred wﬂhtntthe next 10, 15 and 25 years,
respectively. : . ‘ ;’
Because of the uncertainty surrounding the factors used in t‘he study, it is reasonably possible that future costs to settle asbestos
claims may range from approxtmately $200 miltion o $400 million. However, BNSF believes that the $306 million recorded at

December 31, 2006. is the best esttmate of the Companys future chiigation for the settlement of asbestos ¢laims,
|
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The amounts recorded;by BNSF for the asbestos-related liability were based upon'curre'ntly known facts. Future events, such .
~ as the number of new claims to be filed each year, the average cost of disposing of claims, as well as the numerous uncertainties
surrounding asbestos Iitigation in the United-States, could cause the actual costs to be higher-cr lower than projected
While the frnal outcome of asbestos-related matters cannot be predlcted with certalnty, consrdenng amang other things -the
. meritorious 'agal defenses available and liabilities that have been recorded, it is the opinion of BNSF that nane of these items,
when finally resolved will have a material adverse effect on the Company s financial posrtron or liguidity. However, the occurrence
of & number of these items in the same period, could have a material adverse effect on the resuits of operatrons in.a partrcular .
quarter or fiscal year - . . - o oo :
OTHER PERSONAL INJURY o Lo N :
BNSF uses a thrrd :party actuary to assist the Company in estimating its other personal injury liability.claims and expense. These
estrmates are based on the covered population, activity levels and trends in frequency and the costs of covered II"IJUI'IGS These )
actuaria! estimates include unasserted claims except for certain repetitive stress and other occupatronal trauma claims that result-
from prolonged repeated events or exposure. Such clarms are estimated on-an as- reported basis because, while the Company
has concluded that a probable loss has occurred, it canndr estimate the range of reasonably possible loss due to other. contnbutrng
causes of such injuries and the fact that continued exposure is required for the. potential injury to manitest itself as a‘claim. The
" Company believes that the low end of the range of reasonably possible Ioss as that terrn is used in‘FIN .14, is |mmater|al for
these other ogcupational trauma claims. -

Key elements of the actuanatassessment include: :"? : .- B TP S
l . f

. Srze and demographrcs temployee age and craft) lof the workforce . - o o .'_'

* Activity levels {manhours by employee craft and carloadmgs) PR R 1, : N
.+ Expected'claim frequency rates by type of clarm (emp oyee FELA or third- party !rabrlrty) based on hlstoncal ‘claim * :
frequency trends. . ! Dt - . . . R

» Expected dismissal rates by type of claim basedion hrstorrcal dismissal rates. .
*» Expected average pard amounts bytype of claim for open and incurred but not reported claims that eventually olose
with payment . L :
1 N i ;
From these assumptrons BNSF estimates the number of open claims by accrdent year that will Irkely requrre payment by the
Company. The projected number of open claims by-accident year that will réquire payment is. multiplied by the' expected avefage
costper claim by accident year and type to determine BNSF's estimated liability for alt asserted claims. Addrtaonally, BNSF estimates
'the number of its incufred but not reported claims that erI fikely result in’ payment based upon historical emergence patterns by -
type of claim. The estrmeted number of projected clarms by accident year requrnng payment is multiplied by the expected- average . )
cost per ctalm by accidant year and type to determrne BNSF S estlmated I|abrlrty for |ncurred but not reported clarms

'.\

. 3_‘, i - ' LR
The most sensitive assumptlons for. th}rs accrual are the expected average cost per ctalm and the pro jacted frequency rates for
the number of claims that will uitimately result in payment A0 percent increase or deorease in either the expected- average :
cost per claim or the-frequency rate for claims with payiment would result inan approxrmate $45 million i mcrease or decrease in
BNSFE's recarded other ‘personal |njury reserves (see Note 10 to the Consolrdated Frnancral Statements for. addrtronat
mformatlon) C . : . i o R

BNSF obtalns quarterly actuanal updates for other’ personal lnjury Ilabrlrtles and monrtors actual expenence agalnst the number
of forecasted claims to bé received, the forecasted number of. cIarms closrng wrth payment and expected ctarms payments
Adjustmsénts to. the Company S estrmates are recorded quarterly as necessary or more frequently as new events or revrsed

estimates develop. 4 N

! o . . N - ¢

. The following table summanzes the actrvrty in the Companys accrued oblrgatrons for other personal |n|ury matters

. [

(ln mili |0ns) . N - 2 . .
: ‘ 2006 _ Y Taees 2004
Beginning balance . f $ 422 3 458 - . § 453
Acciuals I : "188 L1 T 194
| Payments ! f oy . - 218) __-8g)
o " Ending baiance at December 31, . _ ' - C $ 439 v $ . 459
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. At December 31', 2006 and 2005, $153 rnlllion and $164 million were included in ourr’ent:liabjlities, respectively. BNSF's fiabilitiss

r

in a particular guarter orflscalyear o L . W : ‘ , oL

for other personal injury claims are undiscounted. In addition, defense and processing casts, which are recorded on an as-reported

.basis were not included in the recorded liakility. The Corrlpany is substantially self-insured {or other personal injury claims.

The following table summanzes |nformat|on regardrng the number of personal injury claims, other than asbestos, filed

against BNSF; ¢+ rr. oy o - : < !

o o e - - . i - 2006 4 - . 2005
Claims unresolved at January 1, K . _ ‘ . o © 3,617 . _‘4,‘1 16
Claims filed T ' 3,516 L3 7.3,758
Claims settled, dismissed.or otherwise resolved ... = v g - -(a003)- .- .. (4,257)

v Claims unresolved at December 31, & . TN . - . A .3,130 - - 3,617

i B
- R K T

trdo ' i ] ¢ - e

Because of the uncertainty surrounding the ultimate outcome of other personal injury ctaims, i'lt is reasonably possible:that future
costs to settle other parsonal injury clalms may range from approximately $375 million to $550 million. However, BNSF. believes
that the $439 m|I||on recorded at December 31 - 2006; is the'best estimate of the Company’s future obligation for the settlement
of other personal injury claims. ~ -, . - . . . o o

The amounts recorded by BNSF for 'other':personal injury claims were based upon currently known facts. Future e\rents, such as

-the number of new claims to.be filed each year, the average cost of dispesing of claims, as well as the numerous:uncertainties

surroundmg personal injury litigation in the United States,!could cause the actual costs to be hlgher or Iower than prolected

Whlle the final outcome of these other personal dnjury nlwatters cannot be predlcted with certatnty, consrdenng among other
thmgs the maeritorious legal defenses gvailable and liabii mes that have been recorded, it is the opinion of BNSF that none of
these items, when finally resolved, will have a material adverse effect on the Company's flnanlmal position or.liquidity. However,
the occurrence of a number of these items in the same period could have a material adverse effect on the results of operations

-

N

ENVIRONMENTAL , . | .. : R . : F—

The Company's operatrons as weII as those of its competltors are subject to extensive fedelral state and Iocal enwronmental
regulation. BNSF's operating procedu res mclude practices 1o protect the environment from the risks inherent in railroad opera‘nons

I
. which frequently involve transporting chemrcals and other hazardous materials. Additionally, many of BNSF's' land holdings are

" . and have been used- for industrial or transportatlon -related purposes or leased to commaercial or industrial. companies whose

activities may have resulted in discharges anto the property. IAs a result, BNSF is subject to environmental cleanup and enforcement
actions. In particular the federal Comprehenswe Environmental Response Compensatron and Liability Act of 1980 (CERCLA),

!
. also known as’ the Superfund law, as well as similar state laws, generally impose ]Oll’lt and several liability for cleanup and

enforcemient costs ‘on current and former ‘owners and oplerators of a'site without regardto fault or the legality of thé original
conduct. BNSF has been notified that it is a ‘botentially responsible party (PRP) for study and|cleanup costs at Superfund sates
for which'investigation and remediation payments are or erI be made or are yet to be determlned (the Superfund srtes) and, in
many instances, is one of several PRPs. In addition, BNSF may be considered a PRP under certain other taws. Aocordlngly, under
CEHCLA and other federal and state statutes, BNSF may be held jointly and severally liable for aIII enwronmental costs assocnsted
wrth a partlcular site. If there are other PRPs BNSF generally partrmpates |n the cleanup of| these sites through cost- shanng
agreements wrth terms that vary from sne to sne Costs are typlcally aIIocated based on such factors as relatlve volumetnc

* contribution of material, the amount of tlrne the site was owned or operated and/or the portion of the total site owned or opersted

by each PRP

Liabilities for environmental cIe'anuo'cost's are .recor'de‘d when BNSF's Jiability for environmental cleanup is probable and reasonably
estimable. Subsequent adjustments to initial estlrnates are recorded as necessary based upon additional information developed
in subsequent penods Environmental costs include initial S|te surveys and environmental studres as well as costs for remediation
of sites determined to be contamlnated -
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During the first half of 2004, the Company experienced a eignificant increase in expense relating to environmental remediation
developments at known sites for which the majority of the contamination occurred decades ago. Because of these and.other
developments the Company performed an assessment in 2004 to ‘determine if it was feasible to better estimate developments
at its'known sites. The Company determrned that a thrrd -party actuary had proprretary data that included information from the
Environmental Protection Agency (EPA) and other governmental agencres as well as information accumulated from public sources
and work-performed for other clients. Because of its determrnatron that a better estimate of future development could be made
with this data, BNSF engaged this third-party actuary, whrcn has an extensive background in performrng vanous studres for large
companies, including environmental matters, to assist.BNSF in determining the Companys potent|a| future envrronmental
exposure at known sites. As a result of thrs study. the Company revised its estimateof its probable envrronmental losses and
its accrued ||ab|Itt|es : A - Sl e - - 'f_‘- el - R

Consequently, during the third quarter of 2004, BNSF recorded an undlscounted $172 m|l||on pre=tax charge related to its change
in estimated environmental liabilities on a site- -by-site basrs The'$172 million pre-tax charge was recorded in materials arid other
expense and reduced net income by $106 million, or $0. 28 per share, for 2004. The charge did not include ({if contaminated sites
of which the' Company i is not.aware, or {ii} additional amounts for third-party clarms which arise out of contaminants allegedly
. mrgratlng from BNSF property, due to a limited number of sites’ BNSF continues to'estimate third-party claims on a site-by-site
basis when the liability for'such claims is probable and reasonably estimable. BNSF's'recorded- Irabrllty for third-| party claims as
of December 31,2006, was-approximately $12 million::; - oo N - : DT
During the third quarter of 20086, the Company obtained an update of this study. Based.on the work performed by the third-party
actuary during each of the third quarters of 2006 and_ 2005, management recorded additional expense of ap_proxrmately $5 million
and $12 million, respectively The Company plans to update the study again in the third-quarter of 2007 However, on a quartesly
basis, BNSF monitors actual experrence against the forecasted remediation and related payments made on exrstrng srtes and
conducts angoing envrronmental contmgency analyses which Consider a combination of factors rncludrng |ndependent consulttng
reports, site visits, legal reviews and analysrs of the likelihood of partncrpatlon in and the abrlrty to pay-for, cleanup of other PHPS
Adjustments to the Companys estimates will continue to be recorded as necessary ‘based on developments rn subsequent
periods. Additionally, environmental accruals include amounts for newly identified sites or contammants third- party claims and
. lagal fees incurred for defense of third-party claims and recovery efforts (see Note 10 to the Consolrdated Financial Statements

e - ey,

" for additional information). : _ B R L R
- - W -

The Companys estrmate of the ultrmate cost for cleanup efforts at rts known envrronmental srtes utlllzes BNSF's hrstorrcal

payment patterns its current estimated percentage to closure ratros and the actuary s proprretary benchmark patterns developed

from data accumulated from public scurces and work performed by. |t for other clrents rncludmg the EPA and other governmental

agencres These factors incorporate experrence gained from cIeanup efforts at other similar sites into the estrmates for which

- remedzatron and restoratlon ef'forts are strII in progress.! -The most srgmflcant assumptrons are,as follows (rl hrstoncal payment

. patterns of Site development and {ii) vanance from benchmark costs A0 percent. change |n | any, of these |nd|V|dual assumpttons
could result rn an rncrease or decrease of up, to $20 mrll|on in BNSF S estrmated envrronmental Irabrllty . -

BNSF is |nvolved in a number of admrnrstratrve and judrcral proceedmgs and other mandatory cleanup efforts for 375 srtes
: lncludmg Superfund sites, at ‘which it is partrcrpatrng in the study or cleanup, or bath, &f alleged enwronmental contamlnatron

The following table summarizes the actrvrty in the Companys accrued obligations for environmental matters {in m|llrons).

Do Coe U . 2006 E 2004

‘ L — - Ll -'I‘)il - . L . N -"_. . o ' .. ‘\-k,

Béginning balance Dot o] . s "a70” s 86§ 199

Accruals - ' o e 20 <Y T 258

Payments -~ .. - e T am s .. (72). - a8 ", . H72}
Ending balance at Décember 31, - . R .

$ -.318 . *$ 3700 - $ - 385

. . .y L N ' s+ -~ T
o e - ek ERL I L o '

At December 31, 2006 and 2005, $58 miltion and $55 million'was included in current liabilities, respectively. BNSF's environmental
liabitities.are not discounted. BNSF antrcrpates ‘that thet majority of the actrued costs at December 31, 2008, will be paid over
N the next 1en years, and no individual site is consrdered to be materral L o :
\ -y '. St - R T LR - .

: .
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The followrng table summarizes the envrronmental sites:

¢ BNSF Sites Superfund S'ites
’ 2006 ' 2005 2006 * 2005
Number of sites at January 1, + 369 384 20 24
Sites added during the- perrod .23 24 - -
- Sites closed during the period = N {39) - {4
" Number of srtes at December 31, 375 20 20

369

.
s
|
|
Liabilities recorded for envrronmental costs represent BNlSF 's best estimate of its probable future oblrgatron for the remediation
and settlement of these sites and include both asserted and .unasserted claims. Unasserted clalms are not a material component
of the liability. Althcugh recorded liabilities include BNSF’ s best estimate’of all probable costs without reduction for'anticipated
recoveries. from thrrd ‘parties, BNSF's total cleanup costs at these sites cannot be predicted with certainty due to various factors
such as the extent of correctrve actions that may be requrred evolving environmental laws and regulatrons advances in environmental .
technology, the extent of other parties’ participation in cleanup efforts, developments in ongorng environmental analyses related

to sites determined to be contaminated and developments in environmental surveys and studies of contaminated sites.

Becauss of the uncertarnty surroundrng these factors, rt is reasonably possible that future costs for envrronmental liabilities.may

range from approxrmately $250 million to $475 million. chever BNSF believes that the $318 m|||
is the best estimate of the Company’s future oblrgatron for envrronmental costs:

Whrle the frnal outcome of these envrronmental matters cannot be predrcted Wlth certarnty
of thase ltems when frnally Tresolved, will have a materral adverse effect on the Company s fina
the occurrence “of a number of these |tems in the same perlod could have a material adverse

on recorded at December 31 2008,

it is the cpinion of BNSF. that none
ncial position or liquidity. However,
effect on theresults of operations

e

in a partrcular quarter or fiscal year ' . =
PRI B "\

OTHER CLAIMS AND LITIGATION

In.addition o asbestos, other personal |n|ury and envrronmental matters discussed above, BNSF and its subsidiaries are also

' partres to a number of other legal actions and claims, varicus governmental proceedrngs and prrvate civil suits arising in the -
ordrnary course of business, including those related to drshutes and complarnts involving certain transportatron rates and charges
(rncludlng complarnts seeking refunds of prior charges pard for coal transportation and the plrescrrptron of future rates for such
-movements and claims rélating'to service under contract provrsrons or otherwrse) Some of the legal proceedings include claims )
for punitive as well s compensatory damages .and. a few proceedrngs purport to be class actions, While the final outcome ‘of. - .
these matters cannot be predicted with certalnty consrdenng among other thrngs the merrtorrous Iegal defenses available and -
liabilities that have been recorded along with applrcable insurance, it is the opinion of BNSIF that none of these items, when '

‘frnally resolved, will have a materral adverse effect on-the Company’s. frnancral position or Irqurdrty However, an unexpected
adverse resolutlon of oneor more of these |tems could have a materral adverse effect on the results of operatrons ina partrcular
quarter or frscal year .

"t

<
v

i
K

INCOME TAXES

BNSF is subject to varrous federal, state and local mcome taxas in the taxing Junsdrctrons where the Company operates BNSF
accounts fori incomne taxes by providing for taxes, payable or. refundable in the current year and for deferred tax assets and liakilities
for future tax consequences of events that have been recognized in frnancral statements or tax returns.

[}

BNSF recorded total income tax expense Jncluding federal state and other income taxes, of $1,105 miflion, $917 million and
$482 million for the years ended December 31, 2008, 2005 and 2004, respectively. BNSF's Consolrdated Balance Sheets reflect
$345 million and $218 millien of net current deferred tax Iassets at December 31, 2006 and 2005 respectively. Also included in
BNSF's Consolidated Balance Sheets are $£8,216 million and $7.916 million. of net non-rlzurrent deferred tax liabilities at
December 31, 2006 and 2005, respectively. ClaSSIfICEtI|On of deferred tax assets and Irabrlrtres as current or non-current is
determined by the financial statement classification of the asset or liability to which the temporary difference is related. Ifa
-temporary difference i$ not related to an asset or liability for financial reportrng it is classified Iaccordrng to the expected reversal
date of the temporarv drfference
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Valuation allowances are established to reduce deferred tax assets if it is more likely than not that some or all of the deferred
tax asset will not be realized. BNSF has not recorded a valuation allowance as it believes that the deferred tax assets will be
fully realized in the future -

All federal income tax returns of BNSF's predecessor companies, Burlrngton Northern Inc. and Santa Fe Pacific Corporation, are
_ closed through 1994 and the business combination date of September 1995, respeotrvely Internat Revenue Service [IRS) -
examination of the years 1995 through 2002 for BNSF is completed and the protests of the un-agreed issues have been filed
and are pending before IRS Appeals. BNSF is currently'under examination for the years 2003 through 2005. In-addition, BNSF
and its subsidiaries have various state income tax returns in the process of examination, administrative appeal or litigation. Due
1o the capital-intensive nature of BNSF's business, a significant portion of the audit issues with the IRS and other taxing authorities
relate to whether expenditures are classified as maintenance or capital and whether certain asset valuations are appropriate.' A
provision for taxes res'ulting from'ongoing and future federal and state audits is based on an estimation of aggregate adjustments
that may be required as a result of the audrts The Company believes that adequate provrsron has been made for any adjustmenit
"that might be assessed for open years through 2006. :

BNSF makes estimates of the potential liability based on its assessment of all potential tax exposures. In addition, the Cofnpany
uses factors such as applicable tax laws and regulations, current information and past experience with similar issues to make
these judgments, g

Deferred tax assets and liabilities are measured using the tax rates that apply t¢ taxable income in the period in which the deferred
tax asset or liability is expected to be realized or paid. Changes in the Company's estimates regarding the statutory 1ax rate 1o
he applied to the reversal of deferred tax assets and Iiabilities‘could rftaterially affect the effective tax rate.

-

The Compan\) has not significantly changed its methodelogy for calculating income tax expense for the years presented, and
there are currently no known trends, demands, commitments, events or uncertainties that are reasonably likely to occur and
materlally affect the methodology or assumptions described above. Further information on uncertain tax positions is mcorporated
by reference from Noie 16 to the Consolidated Financial Statemenis.

EMPLOYEE BENEFIT PLANS . L

BNSF sponsors a funded, noncontributory qualified BNSF Retirement Plan, which covers substantially all non-union ern_ployees,
and an unfunded BNSF Supplemental Retirement Plan, which covers certain officers and other employeas. The benefits under
these pension plans are based on years of credited service and the highest cohsecutive'sixty months of compensation for the
last ten years of salaried employment with BNSE BNSF's funding policy is to contribute annually not less than the regulatory
minimum_and not more than the maximum amount deductible for income tax purposes with respect to the funded plan.

Certain salaried employees of BNSF that have met age and years of service requirements are eligible for life insurance coverage
and medical benefits, including prescription drug coverage, during retirement. This postretirement benefit plan, referred 1o as
the retiree health and welfaré plan, is contributory and provides benefits to retirees, their covered dependents and bengficiaries.
Retiree contributions are adjusted annually. The plan also coniains fixed deductibles, coinsurance and out-of-pocket limitatians.
- The basic ln‘e insurance plan is noncontrrbutory and covers retirees only. Opticnal life insurance coverage is available for some
retirees; however, the retiree is responsible for the full cost. BNSF's policy is to fund benefits payable under the medical and life
insurance plans as they come due. Generally, empioyees beginning salarred employment with BNSF subsequent to
September 22, 1995, are not eligible for medical benefite during retirement.

The amounts recorded in the Consolrdated Statements of Income for pensions and the retiree health and welfare were as follows
(in millions}:

Year ended December 31, ) ¢t 2007 Estimate 2006 . 2005 : 2004
Net pension cost ‘ . & 56 $ 68 $ 38 $ 15
Net retiree health and welfare cost . t $ 17 $ 14 $ 1 % 24

The increased pension cost in 2006 and 2005 is primarily the result of recogniticn of previously unrecognized losses as well as
a decrease in both the expected long-term rate of return on plan assets and discount rate assumptions.
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At December.31, 2006, BNSF had.net losses, excluding prior service costs, of $430 million anc':i $77 million related to the pension
and retiree health and welfare benefits plans, respectwelyI which had been recognized as a component of AOCL under SFAS No.
168, Employers’ Accounting for Defined Benefit Pension 'and Other Postretirement Plans—an amendment of FASB Statements
No. 87 88, 106 and 132(R), as described in Note 13 to the Consolidated Financial Statements. These losses were comprised of
gains and losses from changes in discount rates, actuarial assumptions and census data as well as market gains and losses and
W|Il be recogmzed asa component of net pension cost over the next 15 years as follows: '

! 4
]

X Deferred Losses to Be Recognized {in millions}

’ T ‘ , Retiree Health and

Fiscal year ] ) o . i Pension Welfare Benefits -
7 0

2007 _ | s om0 s
2008 i - ‘ : o .27 5.
2009 , - 20 5
2010 - . .15 4
201 ) . - . L 13 A
Thereafter ] b7 23

. i
BNSF uses a third-party actuary to assist the Company in estimating liabilities and expenses for the pension and retiree health
and welfare plans. Estimated amounts are based onhistorical information, current information and estimates about future events
and circumstances. Significant assumptions used in the vgluanon of the pension or retiree health and welfare obligations include’
expected return on plan assets, discount rate, rate of mci’ease in compensauon levels and the health care cost trend rate.

Fromtime to tlme the Company will change pension and retlree health and welfare assumptlons inresponse {o current condmons

and expected future experience. Significant assumpuons for the past three years are as follows
t

. , Pension Benefits | Retiree Health and Welfare Benefits

Assumptions Used to Determine Net Cost for , ; .
Fiscal Yaars Ended December 31, 2006 2006 2004 2006 - 2005 2004
Discount rate » ' 525%  575%  6.00%  525%  575%  6.00%
Expected long-term rate of return on plan assets 8.00% 8.00% 8.25% -% v =% =%
Assumed health care cost trend rate . - -, % - -% -% 1050% 10.00% 11.00%
Rate of compensation increase® - o - 390% - 3.90% 3.90% 3.90% . 3.90% .:3.90%

. o . o . i Retiree Health and .

: , . Pension Benefits ) Welfare Benefits
Assumptions Used to Determine Benefit ’ !
Obligations ‘at September 30, : . ot , 2006 . 2005 . 2006 . 2006
Discount rate S 550% - 5.25% | 550% 5.25%
Assumed health care cost trend rate - . & =% =% ' 10.00%  10.50%
Rate of compensation increase® L - 3.90% 3.90% ! 3.90% . 3.90%

a The Company's pension and retiree health and welfare plans use a measurement date of Septembe:r 30.

b Determined based on historical experience :

The discount rate is a key assumption used in the estirr:nates of both the pensicn and retireje health and welfare expense and
liability. BNSF determined the discount rate by adjusting the Moody's Aa Corporate bond yield to reflect the difference between
the duration of the future estimated cash flows of the Company’s pension and retiree health'and welfare plans and the duration
.of the Moody’s Aa index. The expected return on plan assets, which reflects the expected long-term rates of reiurn on those
assets, is also a key assumption. Finally, the health care cost trend rates are also considereg’i a significant assumption and only

impact the retiree health and welfare-related estimates. 1
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The discount rate used for the 2007 calculation of net benefit cost was increased to 5.50 percent to reflect current market
conditions. The expected rate of return on plan assets remairied consistent from 2006 to 2007, and the Company does not expect
any significant changes to the current investment allocation of assets. Howaever, unforeseen changes in the investment markets
or other external factors could prompt changes in these-estimates in future years. " . T s

The follewrng table |s an estlmate of the impact on future net benefit cost that could result from hypothetical changes o] the
most sensitive assumptions, the discount rate and rate of return on plan assets:

Sensitivity Analysis .

Change in Net Beneﬁt Gost

Hypothetical Discount Rate Cha:nge ) . . Pension Retiren Health and Welfare

B0 basis point decrease §7 million increase $2 million increase
50 basis point increase ' _ $7 million decrease $2 million decrease

Hypothetical Rate of Retum on Plan Assets Change '

! Pension
50 basis point decrease . ' ' %6 million increase
50 basis point increase B $6 million decrease

The Company voluntarily-centributed $109 million to the BNSF Retirement Plan in the fourth quarter of 2006. The Company is
not required 1o make any contributions to this plan in 2007 The Company determines this required funding by amortizing asset
gains and losses over a period of five years. If the Company was required to felly fund the unfunded portion of its projected
benefit obhgatron which was $325 million at December 31, 20086, for these pension plans and $305 million for the retiree health
and welfare plan, the Company’s management believes that it would have sufficient liqUidity, and it could fund the balance without
a significant impact to the Company's financial position. Additionally, the Company expects to make benefit payments in 2007
of approximately $6 million and $23 million from its non-qualified defined benefit and retiree health and weilfare plans,
respectively. '

In August of 20086, the President signed the Pension Protection Act of 2006 (PPA) into law. While the Act will have some effect
on specific plan provisions in the Company's retirement program, its primary effect will be to change the minimum funding
requirements. The Company expects that the Act will accelerate the required funding of future contributions for the Company's

* pension plans beginning with the 2009 fiscal year. Anticipated payments, including the impact of the PPA, over-the next five,
years are included in the Contractual Obligations table under the heading “Long-Term Debt and Other Obligations” in Item 7, -
Management'’s Discussion and Analysrs of Financial Condition and Results of Cperations. The Company does not anticipate that
this legislation will significantly impact its results of operatrons financial condition, or liquidity.

Further mformatron on employee benefits is mcorporated by reference from Note 13 to the Consolldated Financiatl Statements.

DEPRECIATION !
Due to the capital-intensive nature of the railroad industry, depreciation eicpense is a significant compenent of the Ccmpany's
operating expense. The Company recorded deprecfation and amortization expenses of $1,130 million, $1,075 million and
$1,012 million for the years ended December 31, 2006, 2005 and 2004, respectively. At'December 31, 2006 and 2005, the
Company had property and equipment, net balances of $27676 million and $26,551 miltion, which included $8,499 million and
$7982 million, respectively, of accumulated- deprematloln

39
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The Company uses the group'method of depreciation under which a single depreciation rate is applied to the gross investment
“ina particular class of property, despite differences in the service life or salvage value of mdlwdual property units within the same
class. The Company conducts studies of deprematlon rates and the requsred accurnulated depremanon balance as required by
the STB, which is generally every three years for eqmprnlent property and every six years for track structure and other roadway
property. The Company uses external consultants to assist managemeans with these studiés. The consuitants rely on statistical
analysis, historical retirement data, industry knowledge and discussions with management to aésess the impact of new technologies
and maintenance practices. Changes in the estnmated service lives of the assets and theur related depreciation rates are
implemented prospectively, and the difference between the calculated accumulated depreciation and the amount recorded is
amortized over the average remaining service lives of the assets.

In 2006, the Company conducted a depreciation rate istudy of its equipment'(excludingJ locomotives). The results of this
study will not materially impact the Company's current or future re5ults of operations. All other rate studies are current under
the STB’s requirements. :

ACCOUNTING PRONQUNCEMENTS

See Note 16 to the Consolidated Financial Statements for information about recent accounting pronouncements.
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FORWARD-LOOKING INFORMATION ‘

L]

To the extent that statements made by the Company relate to the Company s future economic performance or business outlook,
projections or expectations of financial or operational results or refer to matters that are not historical facts, such statements
are "forward-looking” statements within the meaning of the federal securities laws. These forward-looking statements include, -
but are not limited to, statements regarding:

Expectations as to operating results, such“as revenue growth and earnings per share; - .
Plans and goals for future operational improvements and capital commitments; and oo

Future market conditions or economic performance‘.

Forward-looking statements involve a number of risks and uncertainties, and actual performance or results may differ materially.
For a discussion of material risks and uncertainties that the Company faces, see the discussion in ltem 1A, “Risk Factors,” of
this Annual Report on Form 10-K. Important factors that could cause actual results to differ matenafly |nclude but are not |lmIIEd,

to, the followmg L

-
ECONOMIC AND INDUSTRY conmnows rnatenal adverse changes in economic or industry conditions, both in the Un|ted
States and globally, changes in customer demand effects of adverse economic conditions affecting shippers or BNSF s
supplier base, adverse economic condttlons in the industries and geographuc areas that produce and consume freight,”
competition and consolidation within the. transportauon industry, the extent to which BNSF is successful in gaining new
long-term relationships with custo_mers or retaining existing ones, changes in fuel prices and other key materials and
disruptions in supply chains for these materials, changes in the securities and capital markets and changes in crew availability,
labor costs and labor difficulties,-including stoppages affecting either BNSF's operanons or customers’ abilities to deliver
goods to BNSF for shipment; ,

LEGAL AND REGULATORY FACTORS: developments and changes in laws and regulations, incfuding those affecting train
operations or the marketmg of services, the ultimate outcome of shipper and rate cla|ms subject 10 adjudication, mcreased .

‘economlc regulation of the rail mdustry, developments in environmental’ |nvest|gatlons or proceedings with respect to rail

operatlons ar current or pas: ownership or control of real property, and developments in and losses resulting from other

types of claims and litigation, including those relating to personal injuries, asbestos and other occupatuonal disease, the

release of hazardous materials, environmental contamination and damage to property, or relating to rates and services; and
I . v

OPERATING FACTORS: technicai difficulties, changes in operating conditions and costs, changes.in business mix, the
availability of equipment and Ruman fesources ta meet changes in demand, the extent of the Company’s ability to achieve
its operational and financial initiatives and to contain costs, the effectiveness of steps taken 1o maintain and improve

“operations and velocity and network ﬂuidity including the management of the amount of traffic on the system to meet

demand and the abijlity to acquire sufﬂc:lent resources. to meet that demand the, ability to expand the capacnty of the
system, congestion on other railroads and capacnty constraints affecting all links in the transportatlon chain that feed traffic
and goods to BNSF's systems, disruptions to BNSF's technology network including computer systems and software, as
well as natural events such as severe weather, fires, floods and earthquakes or man-made or other disruptions of BNSF
Railway’s operating systems, structures, or equipment including the effects of acts of terrarism on the Company’s system
orother ra||foads systems : . 1 ' : :

The Company cautions against pIacang undue reliance-on forward -looking statements, wh|ch reflect its current heliefs and are
based on information currently available to it as of ;he date a forward-locking statement is made. The Company undertakes no
obligation to revise forward-looking statements to reflect future events, changes in circumstances, or changes in beliefs. In the .
event the Company does update any forward-locking statement, no inference should be made that the Company will make
additional updates with respect to that statement, related matters, or any other forward-looking statements. Any corrections or

. revisions may appear in the Company's public f|||ngs with the Securities and* Exchange Cammission, which are ‘accessible at

www.sec.gov,.and on the Company’s website at wiww.bnsf.com, and which investors are advised to consult:
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item 7A. Quantitative and Qualitative Disclosures About Market Risk e . A

In the ordinary course of business, BNSF utilizes various flnancral instruments that inherently have some degree of market I'ISk
The following table summarizes the impact of these hedglng activities on the Company'’s results of bperations {in millions):

¥ ] ) T 3 r

|
December 31, L 1 | 2006 2005
|
Fuel-hedge benefit {including ineffective portionof unexpired hedges) r $ 3N $ 53
Interest rate hedge benefit {loss) - (1) .17
Total hedge benefit ’ ‘ ] B ' B - T 548
Tax effect . N « b {131} - - {209
Hedge benefit, net of tax o ] i$ 209 $ 339

The Company's fuel-hedge benefit is due to increases in fuel price‘s subsequent to the initiation of various hedges. The information

presented in the Management's Discussion and Analysis of Financial Condition and Results of Operations section and Notes 3

and 9 to the Consolidated Financial Statements describe significant aspects of BNSF's fmanmal |nsitrument activities that have
a material market risk. Addltronally, the Company uses fuel slurcharges which substantlally mltlgate the rlsk of fuel price
volatlllty : : e

BNSF engages in hedging activities to partially mitigate the risk of fluctuations in the price of its ditlase1 fuel purchases. Existing
hedge transactions as of December 31, 2006, are based on the front month settlement prices of NewYork Mercantile Exchange
(NYMEX) #2 heating oil (HO), West Texas Intermediate crude orI {WTI}, or the HO refining spread (HO -WTI), which is defined as
the difference between HO and WTI. AWT! hedge combined w;rth a HO-WTI hedge will result in the equivalent of a HO hedge. .
For swaps, BNSFE either pays or receives the difference between the hedge prrce and the actual average price of the hedge
commodlty during a specrfred determination period for a specrflled number of gallons For costless Fcollars if the average hedge .
commodrty price fora specrfred determrnatlon period is greatey, than the cap price, BNSF receives the difference for a specified '
number of gallons If the average commodity prnce is less than Ithe floor price, BNSF pays the drﬁerence for a specified number
of gallons. If the commodrty price is between the floor price and the cap price, BNSF neither- malkes nor receives a payment.
Hedge transactions are generally settled with the counterparty in cash. Based on historical rnform?tron BNSF belleves there is

a significant correlation between the market prices for diesel fuel, WTI and HO. : |
'f ' 1 N .

At December AN, 2006 BNSF had recorded in the Consolidated Balance Sheet a short-term fuel-hedging asset of $13 million

and a short;term hedgrng liability of $2 million for fuel hedges covering 2007 There was no long- term'I fuel-hedging asset or Irabrlrty

in the Consolidated Balance Sheet as of December 31, 2008.

COMMODITY PRICE SENSITIVITY .

The following table is an estlmate of the |mpact to earnings that could result from hypothetical price changes dunng the tweive-
month period ending December 31, 2007, and thé balance sheet impact from the hypothetlca! prrce changes, both based on the
Companys hedge position at December 31, 2006: o ) '

Sensitivity Analysis ot

T i -
. l . ’ Balance Sheet Impact of Change in Fuel-
Hedged Commeodity Price Change Fuel-Hedge Annual Pre-Tax Eamings Impact [ i . .. Hedge Fair Value

. 10 percentincrease - 4 - ' $16 million increase . I $16 million-increase
10 percent decrease - | $17 million decrease v ? $18.million decrease

‘ . o ]
Based on fuel consumption during the twelve-month period erl'nding December,31, 2006, of 1,478‘million gallons and fuel prices
during that same period, excluding the impact of the Compalny's hedging activities, a‘ten percent increase or decrease in the
commeodity price per gallon would result in an approximate $272 million increase or decrease, respect:vely, in fuel expense {pre-
tax} on an annual basis.

[
|
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At December 31, 2006 BNSF maintained fuel inventories for use in normal operations, which were not material to BNSF's overall
financial position and, therefore, represent no significant market exposure. Further information on fuel hedges is incorporated.

by reference from Note 3 to the Consolidated Financial Statements. - C . o,
} .

INTEREST RATE SENSITIVITY !

From time to time, BNSF enters into various mterest rate hedging transactions for purooses of managmg exposure 10 fluctuatrons
In interest rates and establlshmg rates in antlcnpatlon of future debt issuances as well as to convert a portlon of its flxed rate
debt 1o floating-rate debt. These interest rate hedges are accounted for as cash flow or fair value hedges BNSF's measurement

of the fair value of these hedges isbased on estlmates of the mxd—market values for the transactions prowded by the counterpames .

10 these agreements.

At December 31, 2008, the fair value of BNSFKS debt, excludlng capital Ieeses was $7, 177 million. Additicnally, the Company had

recordad an mterest rate hedging liability of less than $1 mitlion and $6 m|II|on for cash flow and fair value hedges respecnvely
1§

The followmg table is an estlmate of the |mpact to earmngs and the fair value of the tota| debt and interest rate hedges that

could result from hypothetical interest rate changes during the twelve-manth period endlng December 31 2007 based on debt
levels and outstanding hedgee‘; as of December 31, 2008:

[ . . . . ) o N .

' . ! Sensitivity A'na!ysls .

+

Change in Fair Value

. Hypothetical Change ’ Floating Rate Debt-

in Interest Rates Annual Pra-Tax Eamings Impact . Total Debt Interest Rate Hedges
1 percent decrease $16 million increase - $615 million increase ) £9 million increase
1 percent increase . $16 h"lillion decrease “$517 million decrea‘se $7 million decrease

Further information on interest rate hedges is mcorporated by reference from Note 3 to the Consolidated Fmanmal Statements.

Informatlon oh the Company’s debt, which may be sensitive to interest rate fluctuations, is incorporated by reference from Mote
9 to the Consolidated Financial Statements.
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Item B. Financial Statements and Supplementary Data
* The Consolidated Financial Statements of BNSF and subsidiary companies, togethar with the report of the
registered publlc accounting firm, are included as part of this filing. - -

The following documents are fited as a part of this report:

Consolidated Financial Statements

Menagement’s Repe.rt en Internal Control Qver Financial Reporting ...... S EUTTUIO, SO UT TP POTUUTIUURRIT PRI 45
. Report of Independent'Registe}ed Public Accounting F_ir—.m .............. TSSO USPPUURIRTUIT [ ................... ST
Consolidated Statements of Income for the three years ended December 31, 2006.................ccoconn, ] .......................... I 48
Consolidated Balance Sheets as of December 31, 2006 and 2005 ..‘ ......................................................................................... 49
Consolidated Statements of Cash Flows for the three years endedlDecember 3, 2006.....;....‘..- ........... ‘ ................................. 50
Consolidated Statements of _Changes in Stockholders’ Equity for th’e three years ended Decembér 31,|2006..........cc.ccvven.n. 51
Notes to Consolidated Financial Statements ...................... ST SO N 52-85
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Management’s Report on Internal Control Over Financial Reporting -

2006

. |
To the Shareholders of Burlington Northern Santa Fe Corporation and'Subeidiaries" - :
The management of Burlington Northern. Santa Fe Corporation {the Company} is'respenstble for estabhshmg and maintaining
adequate interna! control over financial reportrng The Company s'internal control over financial reporing was desrgned to providé

_reasonable assurance regarding the rellablllty of fr_nancrai reportrng and the préparation of the Company's financial statements

for external reporting purposes in aecordanc’:e'with‘generally accepted accounting principles in the United States of America.

Management assessed the effectiveness of the Company’s internal control over financial reporting as of December 31, 2006

In making this assessment, management used the criteria set forth by the Committee of Sponsoring Organizations of the Treadway
Commission in Internal Control ~ Integratad Framewaork. Based on management 's assessment, the Company concluded that as

of December 31, 2006, the Companys |nterna| control over financial reportlng is effective based on those criteria.

H

Management ] assessment of the Company ) mternal control over frnancral reportrng as of December 31, 2008, has been audited

by PricewaterhouseCoopers LLP the Company’s |ndependent registered public accounting firm, as stated in their report which

4 .
- %

‘appears on the following pages.- : —
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Report of Independent Registered.Public Accounting Firm. .. .. . : SO
* To the Shareholders and Board of Directors of o T Y . .
Burlington Northern Santa Fe Corporation ‘

e TR TR e ]' a7 ! RO . - .

We have completed integrated audits of Burlington ‘Nort_hern‘Santa Fe Corporatlon'e consolidated flnancral staternents and of its
internal control over financial reporting as of December 31, 2006, in accordance with the standards.of the Public Comparty
Accounting Oversight Board {United States). Our opinions, basedion our audits, are presented below. L .

Consolidated financial statements ' S o l

" In our opinion, the consolidated financial statements listed in the_alccompan\{ing index present fairly, in all material respects, the

. financial position of Burlington Northern Santa Fe Corparation and its subsidiaries (the Company) at December 31, 2006 and
2005, and the results of their operations and their cash flows for ea'lch of the three years.in the pericd ended December 31, 2006
in conformuty with accounting principles generally accepted in the United Statés of America. These fmncral statements are the
respansibility of the Company’s management. Our responsibility is to express an opinion on these flqancral statements based‘
on our audits. We conducted our audits of these statements in accordance with the standards of the Public Company Accounting
Oversight Board (United States) Those standards require that weI plan and perform the audit to obtain reascnable assurance
about whether the financial statements are free of material mlsstatement An audit of flnancral statemlents includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles
used and significant estimates made by management, and evaluatmg the overall financial statement presentation. We believe
that our.audits provide a reasonable basis for our opinion.

. -

Internal control over financial reporting

Also, in our opinion, management’s assessment, included in the accompanying Management's Report on Internal Control Over
Financial Reporting, that the Company maintained effective internal contro! over financial reporting as|of December 31, 2006,
based on criteria established in Internal Controi-Integrated Framev{/ork issued by the Committee of Sponsoring QOrganizations
of the Treadway Commission {COSQO), is fairly stated, in all material relspects based on those criteria. Furthermore, in.cur opinion,
the Company maintained, in all material respects, effective lnternal control over. fmancnal reporting as of December 31, 2008,
"based on criteria established in Internal Control-integrated Framevlvork issued by the COSQ. The Company’s management is
responsible for maintaining effective internal control over financial repomng and for its assessment of the effectiveness of internal
control over financial reporting. Our responsibility is to express oplnlons on management’s assessment and on the effectiveness
‘of the Company’s internal control over financial reporting based on'our audit. We conducted our audlt"of internal control over
financial reporting in accordance with the standards of the Public Company Accounting Oversight Board {United States). Those
standards require that we plan and perform the audrt to obtain reaﬁonable assurance about whether eﬁectlve internal control
over financial reporting was maintained in all material respects. An audit of internal control over financial reporting includes
obtaining an understanding of umernak control over financial 1 repomng elvaiuatmg managemenmt’s assessmenlt 1esting and evaluating
the design and.operating effectiveness of internal control, and performmg such other procedures as we consider necessary in
the ¢circumstances. We believe that our audit provides a reasonabie baS|s for our opinions.

A company's internal control over financial reporting is a process design_ed to provide reasonable assurance ‘regarding the reliability
of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles. A company’s internal control over financial reporting includes those policies and prolcedures that (i} pertain
to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the
asseis of the company; {ii) provide reasonable assurance that transactnons are recorded as necessary to permit preparation of
financial statements in accordance with generally accepted accountlng prlnmples and that receipts and expenditures of the
* company are being made only in accordance with authorizations of management and directors of the company and (iii} provide
reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or dlsposmon of the company s
" assets that could have a material effect on the financial statements

46"
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.Because of its inherent limitations, internal control over financial reporting may not-prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to futLiJ're periods are subject to the'risk that controls may become inadeguate
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate. - fren
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BURLINGTON NORTHERN SANTA FE CORPOﬁATION AND SUBSIDIARIES
R 1 .

T

Consolldated Statements of Income

in millions, except per share data

2004

Year ended December 31, 2006 . . ] . 2005
Revenues ] $ 1498 3 12987 $ 10946
Operating expenses: . N ) ‘
Compensation and benefits 3,816 3,516 3,322
Fuel : . 2,734 _ 1,959 1,335
Purchased services 1,906 -1,713 1,424
Depreciation and amortization 1,130 1,075 1,012
Equipment rents . 930 886 790
Materials and other . 952 917 1,377
Total operating expenses 11,468° 10,065 9,260
" Operating income 3,517 2,922 1,686
Interest expense ’ i 485 437 409
Other expense, net 40 37 &
Income before income taxes 2,992 2,448 ° 1,273
Income tax expense - 1,105 917 482
"~ Netincome $ 1887 $ 1531 § . 791
Earnings per share: . i oL
Basic earnings per share . % 5.23 $ 4,12 $ 214
Diluted earnings per share $ 510 - § 4.01 $ 210
Average shares: ’ 4'
Basic . ] 361.0 371.8 370.0
Ditutive effect of stock awards * . 88 10.0 6.6
Diluted 369.8

381.8.

- 37686

See accompanying Notes to Consolidated Financial Statements.
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BURLINGTON NORTHERN SANTA FE CORPORATION AND SUBSIDIARIES

Consolidated Balance Sheets

Dollars in millions, shares in thousands

12006

. 2005

Decem_ber 3‘!, 2006
Assets '
Current assets:
Cash and cash equivalents $ 375 % 75
Accounts receivable, net . 805 678
Materials'and supplies 488 396
Current portion of deferred income taxes 345 218
Cunentporuonofiuelhed@ngasset 13 303
Other current assets 155 210
- Total cuirent assets . 2,181 1.880
'Pfoperty and equipment, net 27,676 26,551
Other assets ' 1,786 1,873
Total assets $ 31,643 $ 30,304
_ Liabilities and Stockholders Equity
Current liabilities: .
Accounts payable and other current liabilities $ 2,853 $ - 2773
Long-term debt due within one year 473 . 456
Total current liabilities . 3,326 3,229
Longienndebtandconvnemblpaper ! 6312' 6,698
Deferred income taxes ’ 8,216 7,916
" Casualty and environmental liabilities . ! . 830 . ‘878
~ Minimum pension liability ' ' - a7
Pension and retiree health and welfare liability ! 604 -
Employee separatiop costs ) . 86 107
Other liabilities = | e 1,273 1,551
Total liabilities : 21,247 - 20,796
Commitments and contingencies (see Notes 3, 9 and 10)
* Stockholders’ equity; - A
Common stock; $0.01 par value, 600,000 sharegs authonzed .
532,080 shares and 527,289 shares issued, respecnvew 5 ) 5
Addltlonal paid-in-capital 6,990 .« 6,702
Retamed garnings 9,607 8,045
_ Treasury stock, at cost, 174,205 shares and 155,718 shares respectively (5,929) {4,569)
meﬂmwmdmmm%%oﬂmwwymmk ' - {600
Unearned compensation - ' - (22}
Accumulated other comprehensive loss (277) (53)
Total stockholders’ equity 10,396 9,508
Total lfabilities and stockhclders’ equity '$ 31,643 ‘$ 30,304

See accompanying Notes to Consolidated Financial Statemqnis.
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BURLINGTON NORTHERN SANTA FE CORPORATION AND SUBSIDIARIES ~ -*

Consolidated Statements of Césh Flows

. S (R LA
In rflillions '
. Yenr_endd December 31, 2006 . 2005 2004
Operating Activities ; ] :
Net income - $ 1,887 ! $ 1,631 5 TN
Adjustmentis to reconcile net income to net cash provided ] v . .
by operating activities: ‘
Depreciation and amortization 1,130 : 1.07% g1.012
- Deferred income taxes 314 { 217 237
Employee separation costs paid. {27) ‘ {30} {33}
Long-term casualty and environmental liabilities, net {55) (71} . 477
Other, net T T (g .. (54} . {84)
Changes in current assets and liabilities: T )
Accounts receivable, net ' (127) \ {138} (65)
_Change in accounts receivable sales program - ] {3501 B 25
-Materials and supplies {92) ‘ (57} {73
Other current assets 46 i B ) (144)
Accounts payable and other current liabilities 150 ‘ 49 234
Net cash provided by operating activities 3,108 i . 2,809 2,377
Investing Activities ) Il . -
Capital expenditures . . (2,014) [ {1,750) (1,527
Other, net - | {712y ! {273) {68)
Net cash used for investing activities [ (2,086) | {2,023) (1,595)
¥ .
Financing Activities
Net increase (decreasel in commercial paper and bank borrowings 283 ©.BB3 -7 (242}
Proceeds from issuance of long-term debt 300 500 ‘ " 250
Payments on long-term debt (467) 464) - (300}
Dividends paid ‘ (310) {267) (231)
Proceeds from stock options exercised ) . . - 116 . 244 . 420
. Purchase of BNSF common stock (730} {799 (376)
Prepaid forward repurchase of treasury stock ' - {600) ' -
Excess tax benefits from equity compensation plans 95 - - -
Qther, net : (9} - -110) oo
.Net cash used for financing activities (722) oo (833) -~ 478
Increase {decrease} in cash and cash equivalents 300 -{247) 304
Cash and cash equivalents: -
Beginning of year 75 ! 322 .18
End of year $ 375 | 8 75 322
' ' |
Supplemental Cash Flow Information .. . ] .
Interest paid, net of amounts capitalized - $ 462 ' $ 427 - % 418
Income taxes paid, net of refunds ) $ 779 ! '$ 545 - & 159
Non-cash asset financing ! $ 109 % 88 $ 104

See accompanying Notes to Consolidated Financial Statemants.
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BURLINGTON NORTHERN SANTA FE CORPORATION AND SUBSIDIARIES

Consolidated Statements of Changesiil_jl Stockholders’«*EqUi:ty? Wl aEte

1

A I ML IRL VR

2006

ot
Dollars in millions, shares in thousands, except per share d;ata
T T e
: " Accumu-
K - et ! Co . Prepaid " .~ tated
) w oy . Common, o ae, Forward - . Dther . Total
, " Stock and Repurchase ' Unearned ~ Compre- Stock-
I . N ‘. Common - Treasury. | . Paid—in Retained . Treasury . of Treasury Compen- ~Yensive  holders’
N Shares IShnres Capital . Eamnings Stock Stock - sation ,.loss ° Equity
Balance at December 31,2003, . 500685, ‘(1,29 25 ] 85711 $6240 $(330 8, 808 s {1408 Bag
Comprehensive incom(_a:_,‘ ., i . L ' .
Netincome . . - - 791, T - - - 791
Minimum pensmn ||ab|Im,' ad|ustment ’ ! ‘ '
nat of tax expense of $3 * _ ! ‘ - - - - L 3 3
Fuel/inzerest hedge mark-to-market; 5 ” e "
net of tax expense of $83 , - - - - - 136 136
Total comprehensive income : - 791 - = - 139, 930
Common stock dividends, $0.64 per share | - (239). - = = - (239)
Restricted stock expense - - AT LRk | RIS I it 1
Restricted stock activit\l. : , ,. o TR 1 ' .
and related tax benefit of 3 ' 1135 7, (49 45 - - L= .(38) - 7
Exercise of stock options K FEE n . o
and related tax benefit of $52 ‘ 15 455{ . (746} . 488 ., i {25) - - - " 463
Purchase of BNSF common stock " ‘ {10,443} - - * (376) - - " {376)
Balance at December 31, 2004 517,275 (140,463) 6304 6792 (3741} - 43 (93 -
Comprehensive incoma: ! TR T e R
Netincome ! - 1531 - - - - 15
Minimum pension liability adjustment, I - ) R T
net of tax benefit of $25 | - - - - - {39 (39)
Fuel/interest hedge mark-to-market, . i ' Y- T - B
net of tax benefit of $8 r bae = L=, - - st = {13) (13)
. Total comprehensive income f - 4B LT - = = -, - {B2) 1478
Common stock dividends, $0:74 per shara -.. o e - (278 - e = - {77
Restricted stock expense ( - - - = 37 - L3
 Restricted stock activity B S
and related tax benefit of $10 665 {140} 46 - - - (16} - 30
Exercise of stock options ' bl SERRR
. and related tax benefit of $84 9348 (540) ¥»7. - 2 .. .- -, 5 .38
Purchase of BNSF common stock B - 114575) - R ] = e -, .-(799}
Prepaid forward repurchase of treasury ‘stock R e | - . - R (600) .-‘ - - (600}
Balance at December 31, 2005 | 527,289 (155,718) 6707. 8045 (4569  (600) . (22) {63)  9.508
Comprehensive income: co o . o
Net income : ! . - 1887 - - - - 1,887
Minimum pension liahility adjustment, - ) ‘ . - ’
net of tax expense of $24 ‘ - 7 - - - =y 40 -40
 Fuelfinterest hedge mark-ta-market, .
net of tax benefit of $117 - - - - - (188) {188)
" Total comprehensive income © . - 1887 = = = (48, 1739
Adjustment to initially apply SFAS Na. 158, ' I ot :
~ net of tax benefit of $48 . - - - - - (76) {76)
Cemmon stack dividends, $0.90 per share . - (325) ~ AT, T men s -i329)
Restricted stock and stock cptions expense , . 72 - - ST T Ty
Restricted stock activity o ‘ Lo . .
and related tax benefit of $15 ‘o 280 @3] o 16 - 1) - et -+ 15
Exercise of stack options and related tax T -
benefit of $80 4,763 (3786} 225 - (29} - - - 196
Adjustment upon adoption of SFAS No. 123R - - {25) - - L30T g A Sl
Purchase of BNSF common stock - {9.860).| - IR ¥ ¢ 1| B S —- - <{730)
Prepaid forward repurchase of treasury stock - 8.218) | - - - ‘— .+ (BOO}-.- . BOO:.. - .-, : - .-
Balance at December 31, 2008 532,080 (174205)| _§$6995 _$9807 $(5929 § - £ - 27 $10,3%

) . . ) ] -
See accompanying Notes to Consolidated Financiat Staterr]ents.
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BURLINGTON NORTHERN SANTA FE CORPORATION AND SUBSIDIARIES- . . .5 . l
. - o : |

|

i

Notes to Consolidated Financial Statements R
1.The Company T L ' . s
Burlington Northern Santa Fe Corporatlon (BNSF} is a holding company that conducts no operating actwrtles and owns no
significant assets other than through its interests in its sub5|d|anes BNSF’s principal, wholly—owned subsidiary is BNSF Railway
_Company (BNSF Rarlway) which operates one of the Jargest railroad networks in North America with approxrmately 32,000 route
miles in 28 states and-two Canadian prownces Through one operatrng transportatron services segment, BNSF Railway transports
a wide range of products.and commodltres moludrng the transportatnon of Consumer Produc:tsE Industrlal Products, Coal and
) Agncultural Products, derived from manufactunng agricultural and natural resource industries lwhroh constituted 38 percent,
25 percent, 20 percent and 17 percent, respectlvely, of total trerght revenues for the year ended December 31, 2006. These
Consalidated Financial Statements include BNSF BNSF Railway, other majority-owned subsrdlanes and a vanable |nterest entity .
. for which BNSF is the primary beneficiary tsee Note 2 to the Consolidated Fmancral Statement: for addmonal mformatron) all .
-of whrch are separate legal entities.(collectively, the Company). '

2. Significant Accounting Policies .~ - B
PRINCIPLES OF CONSOLIDATION . '

. The Consolldated Financial Statements include the accounts of BNSFE including its pnncnpa! subsidiary BNSF Harlway All 5|gnmcant
intercompany accounts and transactions have been ellrnrnated The Company evaluates |ts less than majority-owned investments
for consolidation pursuant to Financial Accountrng Standards Board (FASB) Interpretatron No. 4'6Ftl (FIN 46R), Consclidation of
Variable Interest Entities. Since the effective date of FIN 46R of March 31, 2004, the Company hasI had one minor investment,

“San Jacinto Rail Lirited Partnership, that has been consolldated under FIN 46R (see Note 7 to}the Corisolidated Financial
Statements for additional information regarding the Partnersmp}

USE OF ESTIMATES - : |

The preparatlon of financial statements in accerdance W|th generally accepted accounting princibles‘in the United States of -
America (GAAP) requires management to make estlmates end essumptlons that affect the repoirted amounts of assets and
I!abliltles and disclosure of contingent assets and I:abrlrt:es at the date of the financial statements and the reported amounts of
revenues and expenses dunng the periods presented These estlmates and assumptlons are penodrcally reviewed by management.
Actual results could differ from those estlmates Coon ) l :

REVENUE RECOGNITION , ' o |

Transpertation revenues are recognized based upon:the proporticn of service provrded as of the balance sheet date.-Revenues
' from ancillary services are recognized when performed. Customer incentives, which are primarily provrded for sh:pprng a specified
cumulative volume or shipping to/from specific locations, are recorded as a reductlon to revenue on a pro-rata basis based on
actual or projected future customer sh|pments When usmg ;:|1r0|ected shipments, the Company relles on hlstonc trends as weII
as economic and other indicatars to estlrnate the liability for customer incentives. . i :
. | . L |
. Accounts réceivable, net includes accounts receivable reduced by an allowance for bill adjustments' and uncollectible accounts.

The allowance for bill adjustments and uncollectible accountls is based on historical expenence as well as any known trends or

uncertainties relafed to customer billing and account collectibility.

ACCOUNTS RECE]VABLE, NET -

RS

rbAISH AND CASH EQUIVALENTS

LN

. All short-term mvestments with original matuntles of 90 days or less are considered cash equrvalents Cash equrvalents are
stated at cost, which approxm’)ates market value because of the short matunty of these |nstruments ’

. MATERIALS AND SUPPLIES - p : - . |

Materials and SUpplIeS WhICh consist memly of rail, ties and other items for construction and: maintenance of property 'and
equipment, as well as diesel fuel, are'valued at the lower of average cost or market.

'
v \ - - |
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PROPERTY AND EQUIPMENT, NET . : . 'u. T R o Tore i

.

) Property and equrpment are dépreciated and amortrzed on'a strarght -line basis over their estimated useful lives. The Company -
iises the group ‘method of depreciatiori in whrch a srngle depreciation Tate'is applied to'the gross investment |n a partrcular class
af property despite differences in the service' life or salvage value of individual property (nits within the same Class. Upon normal
sale or retirement of certain depreciable railroad property, cost less net salvage value is charged to accumulated deprecratron
and no gain orloss is recognized. The- drsposals of land and non-rail property as well as significant premature retirements are
recordged as gains or losses at the trme of their occurrence. ‘ o ‘ S R

The Company self-constructs portions of its track structure “and rebuilds certain classes of rolling stock. ln addition to direct laber.
. and material, certarn indirect costs are capitalized. Expendrtures that significantly increase asset values or extend useful lives
are caprtalrzed Repair and maintenance expenditures are charged to operatrng expense when the work is performed Property
and equipment are stated at cost. : oL o ,,';-_. . Coe

The Company incurs. certarn direct labor, contract service and other costs assocrated with the development and installation of
internal-use computer software. Costs for newly developed software or srgnrfrcant enhancements 10 exrstrng software are typically
caprtalrzed Research preliminary prorect operatrons maintenance and trarnrng costs are charged-to operatrng expense when
the work is performed. o - ' o - L ) - :

Long-lived assets are revrewed for |mpa|rment when evenis or changes in crrcumstances indicate that the carrying-amount of
an asset may not be recoverable. If |rnpa|rment |ndrcators are present and the estimated future undiscounted cash flows are
less than the carrying value of the long-lived assets the carryrng value is reduced to the estimated fair value,as measured by
the discounted'cash flows. '

+ i

I

ENVIRONMENTAL LIABILITIES

|
s

Liabilities for environmental cleanup costs are rnrtrally recorded when BNSF's Irabrlrty for envrronmental cIeanup is-both probable
and reascnably estimable. BNSF utilizes a third- -party actuary to assist the Company in estimating substa ntially all of its envrronmental
liabilities. Subsequent adjustments to initial estimates are recorded as necessary based upon addrtronal |nformatron developed‘

in subsequent perrods Estrmates for these liabilities are undrscounted
'

. - . . . .
b e ! : !

,'.,] A : i - -

PERSONAL INJURY CLAIMS

]
1
v

Liabilities for personal |njury claims are |n|tral y recorded when the expected loss is both probable and reasonably &stimable:
Subsequent adjustments to initial estlmates are recorded as necessary based upon addrtronal mforrnatron developed in subsequent
perrods The liability and ultrmate expense prorectrons are developed with the assrstance of third partres Lrabrlrtres recorded for :
unasserted personal injury claims, rncludrng those related to asbestos are based on information currently available. Estrmates
of liahilities for personal injury claims are undrscounted

) B L e o,
Deferred tax assets and ||ab|l|t|es are measured usrng the tax rates that apply to taxab e income in the perrod in whrch the deferred
tax asset or lrabrlrty is expected to be realized or pard Valuatron allowances are established to reduce deferred tax assets if, |t is
more Irkely than not that some or aII of the deferred tax asset erI not be realized.

INCOME TAXES .

Can

i ' i . o, . . R Tk ‘ -
B3 B AN 8 v - . . [

STOCK-BASED COMPENSATION i o ! 3 : I - R O

The Company adopted Statement of Financial Accountrng Standards lSFAS) No. 123R Share-Based Payment, on January 1, 2006,
Thrs statément requires BNSF to recognrze the cost of employee servrces recelved in exchange for the Company s equity
|nstruments Under SFAS No. 123R BNSF is requrred to record compensatron expense over an award’s vestrng ‘period based on
the award's fair value at the date of grant. BNSF has élected to adopt SFAS No 123R on a modified prospective basis; accordingly,
the financial statements for periods prior to January 1, 2008, do not include compensation cost calculated under the fair valye
method. Since the adoption of this new guidance, there have been no significant changes.in the quantity or types of instruments
used in stock-based compensation programs, nor have there been any significant changes in the terms of existing stock-based
compensation arrangements. The Company did, however, record a favorable cumulatrve adjustment for estimated forfeitures of
$3 million, which, due to its immateriality, was: |ncluded as a reduction to compensatron expense in the first quarter of 2006.
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- Prior to January 1; 2006 the Company applied Accou nting Prln(I:cpIes Board Oplruon 25, Accounting for Stock Issued to Employees,
_and, therefore, recorded the intrinsic value of stock-baséd compensation as expense. The followrng table |Ilustrates the effect .
on net income and earnrngs per share if the Company had applr{ed the fair value recognltron provrsrons of SFAS No. 123, Accounting

* for Stock- Based Compensatron to stock- based employee oompensatron (in mrl!rons except per %hare data) prior to January

1,20086: . L L ) ‘ |
Year ended December 31, _ | ; ] 2008 C 2008
Net income, as reported A ‘ | 'S 1,531 3 791
Stock-hased employee commpensation ek‘peru'tse inclided | S ) ’
in reported netincome, net of related tax effects - oL o : 23 ) : 19
Total stock-based compensation expense determined . R ) . \ “ ’ .
. under fair value method for all awards net of related tax effects .’ i ’ | 42y ) (4N
Pro forma nétincome . P2 .. !ls1s12 . % 769
Earnings per share: - 8
-Basic - as reported - R _ ) N - % 4.12¢ S8 2140
Basic-—pro forma . . St A e e $. 4.07 ‘$ 208 .7
. Diluted — as reported ’ ' $ 401 $ 210
Diluted - pro forma. - $ 396 $ 2.04
’ k]
EMPLOYEE BENEFIT PLANS. ) .
BNSF uses a third: “party actuary 10 assist thé Company in estimating liabilities and expenses for the pensron and retiree health and

welfare plans Estlmated amounts are'based on historical information, current mformatron and est!mates regardlng tuture events
and crrcumstances Significant assumptions used in the valuation of pension and/or retiree health and welfare Ilab|||t|es include
the expected return on plan assets, discount rate, rate of increase in compensation levels and the health care cost trend rate.

RECLASSIFICATIONS ’ : . R

Yoot

Certam comparatlve pnor year amounts in the Consolidated Financial Statements and accompanylng notes have been reclassified
“to conform to the current year presentatlon These reclassn‘rcatlons had no effect on prevrously reported operating income or
net mcome I ’

3. Hedging Actlwtles . ‘ ' ' I -

The Com pany uses derivatives to hedge against ihcreases in diesel fuel prices and mterest ratesras well as to convert a portton
of‘its fixed-rate Iong “term debt 10 floating-rate debt. The Cor|npany formally documents the | relatlonshlp between the hedging
instrument and the hedged itemn, as well as the risk management objective and’ strategy for the use of the hedgtng instrument.
Thi$ documentation includes linking the derlvatlves that are designated as- fair value or cash flow hedges to specmc asseis of
liabilities on the balance sheet, commitments or forecasted tra nsactions. The Company assessas at the time a derivative contract
s entered into, and at least quarterly thereafter, whether the® derivative itemn is effective in offsettrng the changes in fair value or
cash flows. Any change in fair value resulting from meffect]lveness as defined by SFAS No. 133 Accounting for Derivative
Instruments and Hedging Actrwt.'es as.amended, is recognized in current period earnings. For derlvatlve instruments that are
.designated and qualify as cash flow hedges, the effective porltron of the gain or loss on the derrvatr\lre mstrument is recorded in
accumulated other comprehenswe loss (AQCL) as a separate component of stockholders’ equrty and reclassitied into earnrngs
in the perlod during which the hedge transactlon affects earnlngs CL . B {_ |

t
BNSF rrionitors its hedglng posmons and crecht ratlngs of lts counterpartles and does not anttC|pate losses due to counterparty
nonperformance ‘ . ’ : o t
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© FUEL S I '- .

" Fuel costs represented 24 percent 19 percent and 14 .percent of total operating expenses dunng 2006, 2005 and 2004, respectively.

s

Due to the S|gnrf|cance of diesel fuel expenses to the operations of BNSF and the hlstorlcal volatllrty of fuel pnces the Company
has entered into hedges to partially mitigate the risk of fluctuations in the price of its diesel fuel purchases The' fuel hedges
include the use of derivatives that are accounted for as cash flow hedges The hedglng is intended to ‘protect the Company’s
operating margins and overall profitability from adverse fuel price changes by entenng into fuel-hedge instruments hased on

-management’s evaluatlon of current and expected dresel fuel- prrce trends. However, to the extent the Company hedges portions

of its fuel purchases it may not realize the |mpact of decreases in fuel prices. Cohversely, to the'extent the Company does not-
hedge portions of its fue! purchases, it may be adversely affected by increases in fuel pnces Based on fuel oonsumptlon dunng

2006 and excluding the impact of the hedges, each one- -Cent increase |n the prrce of fuel per gallon would ‘resuitin approxrmately

515 million of addmonal fuel expense on an annual tiaa5|s -

v A

TOTAL FUEL-HEDGING Acnvmes ) S ; . e
As of December 31 2006, BNSF's total fue! hedglng posmons covered approximately 7 percent of eshmated fuel purchases for
2007 Hedge posmons are closely momtored to ensure that they will not exceed ac'rual fuel reqmrements |n any penod

R

The amounts recorded in the Consolida;ed Statements of Income for fuel-hedge rransactrons-were as follows (in millions): .+~

Year ended December 31, B ‘ S o .. 2006 . T 2005 S 2004
Hedge benéfit . . . 4. .. 7 s 3a2 . §.5%.,  § 337
Ineffective portion of unexprred hedges B J e R I K P -] wr e A
_Taxeffect - . o R f131) - @03 . -(130)

Hedge benefit, net of tax o o $ 2100 . 7§ 328 $° 208
The amounts recorded in the Consolidated Balance Sheets for fuel- hedge transactrons were as follows {inmillions): =

December 31, A o ' ;i '." ) TR o ‘ " 2006 .0 V2008
Short-term fuel-hedging asset ‘ S ‘ '_ : S g 13 Y8 ‘ '3{53
Long-term fuel-hedging asset - P ‘ o . L - .. 33
Short-term fuel- hedglng ||ab|||ty i ’ l - B (2 . T~
Ineffectlve portlon of unexplred hedges : : o 1 ‘ T
Tax effect . . : {a) (129)
Amount included in AOCL; netof tax = «.. 1 .- N Lk .. .§ B % 207
Settled fuel-hedging contracts receivable R ST T -~ $ 37 - 5 143

!
i

f

I - ‘._;
i

BNSF measures the fair value of hedges from data prowded by various external counterpartles To value a swap, the Company

_uses the forward commodlty price for the penod hedged The fair values-of Costless coliars are calculated and provrded by the

correspondlng counterpartles . 3_ . ‘ . . L.

NEW YORK MERCANTILE EXCHANGE (NYMEX) #2 HEATING OlL (HQ) HEDGES .

As of Decémber 31, 2006, BNSF had entered into fuel swaps and costless collar agreements utilizing NYMEX #2 HO. The hedge
prrces do not include taxes, transportation costs, certarn ather fuel handl:ng costs and any differences that may ‘occur between
the prices of HO and the purchase pnce of BNSF's dresel fuel! Over the twelve rncnths ended December 31 2006 the sum of
aII such costs averaged approxrmately 25 cents per gallon. - : ' i

|

"7 85
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During 20086, the Company converted approxlmately 129 mrllron gallons of West Texas Intermedrate'l\/\l‘l’ll collars into HO swaps
at an average price of abpro><|mately $0.97 per gallon, ali of Whlch exp|red during 2008, Add|t|onally, during 2006, the Company -
entered mto fuel swap agreements for 2007 utilizing HO to hedge the equrvalent of epproxrmatelvI 56 million gallons of fuel at
an average prrce of. approxlmately $2. 11 per gallon During the year, the Company alsc entered lnt‘o fuel collar agreements for
2007 utlllzmg HO to hedge the equivalent of approxrmately 2 million galions of fuel at an average floor price of $1.79 per gallon

« and an average ceiling prrce of $1.95 per gallon . [ C . o |

N = Iy t

The fotlowrng table provrdes fuel- hedge data based on thle quarter belng hedged forall HO fuel hedges outstandmg at
Decernbe'.r 31 2006 As of December 31, 2006 there were n}o HO' hedge posmons beyond the fou}rth guarter of 2007

LT

TR 1 - i L~ .o e L ok

. . " ’ : | Quarter Endlng T |

. 2007 - ' . March 31, ) | June 30, September 30 Dev.!ember31, Annual
. . Y ; - ’ . I' e oo
HO Swaps - - ’ 1. B ' L l. P .
Gallons hedged {in mllllonsl L = I 17.85, ©18.90 | | 1880 55.65

B T S P ) i )

Average swap prlce (per gallonl ‘ ‘*‘ 'o—- § 206. $§ 21 5 l$ 217 $ 20
Fair value'{in millions)-  + . -, 3 - FY L () T 1) : l$" .(5) $ (16)
HOColltars = - : S R . * L )
Gallons hedged fin mllllonsl ; " 31.80 . . 945 ° - ! | - _ 40.95
Average cap price (per gallon) - %" 0.93 $ 195 - $- - f 3 - % 147
Average floor price (per gallon)- . &' 0.86 . $ 179 $ - H ;$‘ - $ 1.07°
‘Fair value {in millions) .~ "Rig 23 - g - 7 $ - . 5 - $ . 23
" O " oSS ‘.H - } { l ..
"WTI CRUDE OIL HEDGES e o ok

In addition, BNSF, enters mto fuel costless collar agreements utlllzrng WTI crude oil. The hedge ;I)rrces do not include taxes,

transportation costs, certain other fuel handling costs and any differences that may occur betvveen the prices of WTl and the

purchase price of BNSF's diesel fuel, including refining costsl Qver the twelve months ended December 31, 2006, the sum of
" 3 - I

all'such costs averaged approximately b1 cents per gallon. : 1 ..

B No additional WTI hedges were entered into during 2006. However thé Company converted aoprommately 129 million gallons

of WTI collars into’ HO swaps as discussed in the NYMEX #’? HC Hedges section. All of the converted swaps had explred by
December 31, 2006 ) "

The followrng table provrdes fuel-hedge data based on the quarter being hedged for all Wi fuel hedges outstandrng at -
December 31, 2006. There are no WTI posmons beyond the firrst quarter of 2007 _ | |

1

NYMEX #2 HO REFINING SPREAD HEDGES {HO-WTI}

) < - g T Quarter Endin ) T |
2007 r : o ’ March31,. - [ Juné 30, Septomber 33) a -lDeca'm'ber 5n, 7 Annual
WTI Collars 7 ‘ 7 | i ’ ’
Barrels hedged (in thousands) S50 - - - b - ‘ 150
_Equivalent gallons hedged . : N R R U I ISP X
_ Gnmilions) - . ¢ - 630 w oo ! ' -y, 830
Average cap.pricefper barrel) : .- ,.$ 33.00 ' S T : |- 8. - $ 33.00
Average floor price {per barrel).. <. 812900 o TR S P IS T $ 29.00
" Fair value (in millions) s 4 $ - %= ks - . 5. 4
||
1

During 2006, the Company entered into fuel swap agreements utilizing the HO WTI to hedge the quurvalent of approximately
86 million galions of fuel with an average swap price $10.20 oer barrel. HO-WTI is the difference’in prlce between HO end WTI;
therefore, a HO-WTI swap in combination with a WTI swap is equivalent to a RO swap: No HO- WTl fuel hedges were outstanding
as'of December 31, 2006. ’ ' - -
S l
{
i
l
]
i

|
|
|




SUMMARIZED COMPARATIVE PRIOR YEAR INFORMATION l Tan, T e N Y

The following table provides summarrzed oomparatrve information for *hedge transactlons outstandrng as -of

December 31, 2005,

December 31,

Year anding, o ,' . AR . 2006 © 2007
HO Swaps : ' _ )
Gallons hedged {in millions} T ’ - 1880 - aav L=,
Average swap price (per gallon) o T s % 108, % e
Fair value {in millions) ' ’ ) i : : Coe S $° 13 - g -
HO Collars - . JRREN : . - .l ‘- B
Gallons hedged (in mrlllons) . _ A E 97.65 < 31.60
Average cap price {per galion) i ‘ . ' $ 093, & 093
Average floor price (per ga:rlon) . i . r . $, --;0'.5-6 . % 086
Fair value (in millions} . ) o L $ - 82 $ 28
O T - .l 3 . L A e Lo
WTI Swaps : ) b ) : oo Gl N
Barrels hedged tin thousands) - - S S L. 2800 . - L, -
Equivalent gallons hedged (in millions) . ) . L -100.80 -
Average swap price {per barrel) - o . L 8 2483 s -
Fair value (in rillions) : WL gfiTiger - Mgt el
. . . I - - i . - - . -
WTI Collars ot e ; - _
Barrels hedged {in thousands) g - L 3,800 160
E_quwelent gallons hedged (in millions). : P B L'.' 163.80 N 6.30 -
Average cap price {per barrel) : ‘ 1 ’ : : ’ $ 3030 $ 33.00
Average floor price (per barrel) P . ' © % 2584 , .. $.29.00
Fair value {in millions} i s 123 $ 5
. - [ v ! B ' o, . ) ’ L
HO-WTI Swaps : . B . . ‘ " S
Barrels hedged (in thousands) - . : : - 1,360, Y me
Equivalent gallons hedged {in millions) oo ‘ ' . 56.70 -
Average swap price (per barrel) . s ) $ 15.69 . R
Fair value (in millions} ‘ . _ . $ 4 .8 L
. - i . . o
INTEREST RATE C ' ) oo ' o . T ‘ ’ . )

From time to time, the Company enters into variocus mterest rate hedging transactions for the purpose of managing exposure
to fluctuations in interest rates and establlshrng rates |n antrcrpatlon of future debt |ssuances as “well as convertmg a portron of
its fixed-rate Iong -term debt to floating- -rate debt The Company uses interest rate swaps and treasury Tocks as part of its interest
rate risk management strategy. ' Pl - T R

A ¥ -
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TOTAI. INTEREST RATE HEDGING PROGRAM

AII interest rate denvatrve transactions outstanding are reflected in the followmg table:

M

| Décember 31, 2006

| .
N \ Maturity Date t
i - R o 1
‘2007 2008, 2009 2010 2011, Themaftar Total  Fair Value
. Fair Value Hedges "
Fixed to variable swaps . ! ! . o7
(in millions) - $ 300 . $ - § 200 % 250 - $ 4 $§ - $ 750 $ (6)
. Average fixed rate " '-7 88% % 813% - 7.13% ~% | -%  7.16%
| Average flosting rate’ 7.98% -% 5.84% 8.23% % %  7.49% _
Cash Flow Hedges . . ‘ : Il o )
Treasury locks in mﬂ!ione)' $.130 $8E 1.3 - % - - % J, $ - $ 130 s -
Average rate '.4.69%‘ -% -%- -% % =% . 4.69%

' ] i
BNSF's measurement of the fair value of interest rate swaps and treasury locks is based on estimates of the mid-rmarket values
" for the transactlons provided by the counterparties to these agreemente

1
i
|
1

. SUMMARIZED COMPARATIVE PRIOR YEAR INFORMATION |
| - December 31, 2005 I
} | - Maturity Date i !
: : = ' T :
- 2006 2007 2008 2009 20101 Thereafter’ Total  FairValue
- , - - I - .
. . I
- FairValue Hedges ' 4 i
Fixed to variable swaps ; ! B ’
{in.millions) 0§, - $300 $- $200 $250 i §- 8§ 750 $ -
Average fixed rate %  7.88% ~%  6.13%  7.13% | % T16%
Average floating rate “ % - 8.75%" -%  497%  7.36% ~%  6.48%
_ Cash Flow Hedges - o 'I
Forward-starting swaps . . . . - .. | o
{in millions). B F250 5 - $ - 5 - F = $ -~ $ 250 5.8
Average rate 4.87% % % -% % -% 4.87%
N - B - - !
FAIR VALUE INTEREST RATE HEDGES | : Y - 1

The Company enters into interest rate swaps to convert ﬂxed rate Iong-term debt 10 floatmg rate debt. These swaps are accounted
for as fair value hedges under SFAS No. 133 These fair value hedges qualify for the short-cut mlethod of recognition; therefore,
no portion of these swaps is treated as ineffective. As of each of the years ended December:ST 2006 and 2005, BNSF had
entered into ten separate swaps, with an aggregate notlonal armount of $750 million, in which it pays an average floating rate,
which fluctuates quarterly, based on London Interbank Offered Rate (LIBOR). The average ﬂoatmg rate 10 be paid by BNSF as of
December 31, 2006, was 749 percent, and the average flxed rate BNSF is to receive is 716 percent. These swaps will expire

. between 2007 and 2010.
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The amounts recorded in the Consolldated Statements of Income as an increase to interest expense for |nterest rate farr value
hedge transactlons were as follows {in millions): ° : S ' - .- - .

. . ) . ‘ ] . . e .

December3.1. B o ’ Vo : o ‘o o . 2006 B :‘ 2005 12008
Hedge benefit (loss) N A T s - 0 $17- « -5 36
Tax effect- o e L - YL (B N P
Hedge benefit {loss), net of tax ' * CLe L 1 Y S LA § 22

\ B . . _"__" . . . - "‘. K A ]
The amounts recorded in the Consolidated Balance Sheetsfor interest rate fair value hedge transactions, which represent the
fair value of unexpired hedges, with a'éorrespondjng adiustment to debt or accrued interest, are as follows (in millions): ¥

[N - . ) +

Decamber 31, ‘ . . IR _ o 2006 - . 2005
‘Short-term interest rate hedging asset . . . ’ B RN T
Long-term interest rate hedging liability -~ ~ b B ' $ (6)- $ (1

S

H

1

! - . PP
. 2 "

I

CASH FLOW INTEREST RATE HEDGES

In anticipation of a future debt |ssuance the Company entered into five forward starting interest rate swaps in July and August
2005 having an aggregate notional amount of $250 mrllron to fix a portion of the rate for a future - 30-year unsecured debt issuance. ’
The SWaps were termrnated in August 50086 in, connectlon with the issuance of $300 million of 6.20 percent debentures due
August 15, 2036. Upon termination, BNSF received $28 millien from-the counterparties, which will be amortized to mterest
expense over the life of the related debentures. As of December 31, 20086, $17 million of unamortized gain, net of tax, remained -

inAOCL. - o . : .

AT

In antrcrpatlon of a future refmancrng of several Ieveraged leases, the Company entered into five' treasury locks dunng 2006
totalrng $130 million 10 fix the mterest rate mherent |n1the operatrng lease payments These treasury locks are expected 10 be
unwound during 2007, and any gain or loss on the hedges will be amortized to equipment rents over the remaining life of the
refinanced operating leases. =~ ° . o .

'

’ The amounts recorded in the Consolrdated Balance Sheets for |nterest rate cash flow hedge transactions, which represent the

farr value of expired. and unexpired hedges were 2s follows (in m||||ons)

December31, . . L | 2006 . 2005
fnterest rate hedging asset - unexpired.hedges . $ - ) $ 8
Unrecognized gain (loss} on expired hedges - : 15 - 12}
Tax effect - e B - - (8) e 2
Amount included in AOCL, net of tax ! $ 9 - $ 2
. ' : A
" 4. Other Expense, Net .
Other expense net includes the followrng (in mrllrons}
|
Year ended pecemher 31, ; e 2006 . 2005 - 2008
Accounts receivable sale fees . ! s $ 23 $ 15 $ 10°
. Loss from partrcrpatron in synthetrc fuel partnershrp ‘ . 9 14 3
Mrscellaneous net R . - . ] 8 . 8 (9)

Total N } i % 40 . % 37 $- 4

. ) \ .
The increase in other expense, net'was predominantly due to higher accounts receivable sales fees driven primarily by higher
interest rates, partially offset by a decrease in losses.on BNSF Railway's-participation in a synthetic fuel partnership
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During the fourth quarter of 2004, BNSF; Haltway indirectly purchased a4, 17 percent ownershlp of a synthetic.fuel partnersmp
through a 50 percent interest in a limited liability comparny with an unrelated entity. The synthenc fuel partnership generates
Section 29 synthetic fuel tax credits, which reduce the Company's effective tax rate see N?te 5 to the Consolidated Financial
Statements for additional information)..in 2006,- 2005 and|2004, BNSF Railway received a tax benef:t from its participation in the
partnership of apprommately $11 million, $16 millior and $4 miltion, respectlvely, refated to the fuel tax credits and the deduction
of partnership operating losses. In 2006 2005 and 2004 the Company recorded apprommately $9 million; $14 million and
$3 million; respectwely, of other expense, net related to the Company's share of the partnershap sliosses under the equny method
of accountmg The partnership does not quanfy for consohdatmn under FIN 46Fl as, BNSF Ranleay is not the primary beneficiary
of the' partnersh|p The Companys Maximum future exposure 1o loss related 0 the activitiesiof the synthetic fuel partnership is
based upon the actual synthetic fuelproduced.by the part‘nershlp and is estimated:to equal approximately $16 rmlllon However,
the Company believes that any losses will be more than offset by the synthetlc fuel tax credltsI -

5. Income Taxes ~

Income tax expense was as follows (in millions):

Jm— = ——

Year ended December 31,

2006 2005 ‘2004
. ! . oo
Current: #* . R .
. Federal .. § .697 $ . 620 212
L State. L 94 .80 "33
. - Total current L 791 700 245
Deferred: ” s oo
, Federal - 298 183 o 2N
State 16 34 26
Total deferred A 314 217 237
+ + Total - e $1105 $ N7 482
kZ , . : iR Y ) i < ‘
Reconcifiation of the federal statutory income tax rate 1o the effective tax rate was as follows:
Year end_e.d‘Dacernbar 3, ‘ .. 2008 2005 2004
Federal statutory income tax rate 35.0% 35.0% " 35.0%
State income taxes, net of federal tax benefat C. 26" 3.0 3.0
_ Tax law change J (0.2) - o
Synthetic'fuel credits (0.3) {0.4) {0:2)
Other, net ’ {0.2) (0.1 S04
' Effective tax rate "36.9% | 37.5% 37.9%
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December31, - Tt ;t - y oo 2006 2005
. e, S e et et oy . I - e R
Deférred tax liabilities: -~ * T PR A AU ) - IO "

Depreciation and amortrzatron R SR e - - § (8,656) $ +7"(8,406)
“Hedging T - 0 o Coeoee o st stoe ST 1s) " (132)
Other = - - ‘ T e DT T - o {221)
Total deferred tax Iiabilities . P T e - (8,879)- . © x(8,750)
Deferred tax assets: T i, ‘ L. ' o .
Casualty and envrronmental o { ' - - = -0 T _ 360
Pension and retrree health and welfare beneftts L o Loy . ?47 . . N 245
Compensatton and beneflts Coa ',_'L L. .o ., N e e 15§ oL .1:2.‘:";
~Employee separatron costs o ¢ i e — - 39 ] L 49
Other . L o 232 . . 282
Total deferred tax assets : . 1,008 ' 1,061

Net deferred tax liability 3 $ (7,871) $  (7.698)
Non-current deferfed income tax I|ab|I|ty e W T T T $ (8.216) . $ (7,916)
Current portion of deferred income’ taxes ' 1 R . TR 3 v 218
' Net’ deferred tax liability ' L L I $: (7,871) g (7,698)

Lt vl M PR 4

AlY federal income tax returns: of BNSH S predecessor compames Burlmgton Northern Inc. and Santa Fe Pacrfrc Carporation, are
closed through 1994 and 'the business ‘combination date of September 22 1995, respectively. Internal Revenue Service {IRS)
examinatian of the, years 1995 through' 2002 for BNSF-i |s completed and protests of the un-agréed isstes have been filed and
are pending before IRS Appeals BNSF is currently" ander examination for’ years 2003 through 2005. In addmon BNSF and its
subsidiaries have varioUs state income tax returns in the process of examination, administrative appeal or Ittlgatlon Due to the

* capital- rntensrve nature of BNSF's business, a srgnn‘lcant portion of the audit, issues with the IRS and other taxing authorities

relate to whether expenditures are olassrfred as malntenance or caprtal and whether certatn asset valuatrons are approprrate A

'provrsmn for taxes resultlng from ongomg and future federal and state audits | |s based onan estlmatton of aggregate adjustments
1

that may be requrred as,a result of the audits. The Company belreves that adequate provrsron has been made for any edjustment

that might be assessed for open years through 2008. . v

i
6. Accounts Rece:vable, Net : e ey
BNSF Railway transfers a portion of its accounts recervable 1o Santa Fe Receivables Corporatron {SFRC) a spemal purpose
subsrdrary SFRC transfers an undivided interest in such recelvables wrth ||m|ted exceptmns toa master trust and causes the
trust to rssue an undivided interest in the receivables to'investors (the A/R sales program) The undivided |nterests in the master
trust may be in the form of certrflcates or purchased mterests

'
i w o

BNSF Railway's total capacity to sell undwrded interests to investors under the A/R sales program was $700 million at
December 31, 2006, which was comprised of two $350 million, 364-day accounts receivable facilities. BNSF Railway amended

-these facilities in November 2006, moditying their matuntles to November 2007 Outstanding undivided interests held by investors

under the A/R sales program were $300 million at December 31, 2006 and 2005. These receivables are excluded from.accounts

'-recelvable by BNSF, Railway: in connection with the sale of undivided interests under the AR sales program. The undivided

interests were supported by $1,030 million and $1,008 million of receivables transferred by SFRC to the ‘master trust at
December 31, 2006 and 2005, respectively. When SFRC transfers these receivables to the master trust, it retaing an undivided ,
interest in the, recervables s0ld, which is included in accounts ‘receivable in the Company's financial statements The interest that -
continues to be held by SFRC of $730 mlllron and $708! mrllron at December 31, 2006 and 2005, respeotrvely, less an allowance
for uncollectible accounts, reflected the total accounts, recelvabte transferred by SFRC to the master trust Iess $300 million at
December 31, 2006 “and 2005 of outstandrng undl\nded interests held by ifvastors. Die to’'a relatively short coIIectlon éycle, the
fair value of the undivided interest transferred to lnvestors in the A/R sales program apprommated book value, and there was no
gain or loss from the transaction. T
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'

BNSF Railway retains thé collection responsrbrhty wrth relspect to the accounts receivable. Proceeds from collections reinvested
in the"A/R sales program were approximatety $15.8 brliron $13.6 billion and $11.8 billion in. 2006 2005 and 2004, respectrvely
No servicing asset or liability has been recorded because the fees BNSF Railway receives for servrcrng the receivables approximate
" the related costs SFRCs costs of the sale of recervablels are included.in other expense, net and were $23 million, $15 million _
“and $10 mllllon for the years ended December 31, 2006, 2005 and 2004, respectlvely These costs fluctuate monthly with changes
in prevailing interest rates and were based on welghted average. interest rates of 5.3 percent! 3.3 percent and 1.4 percent for
the years ended December 31, 2006, 2005 and 2004, respectrvely These costs include mtelrest discounts associated with
transferrrng the recervables under the A/R sales progran to SFRC, program feeS pald to banks mcrdental cormmercial paper
issuing costs and fees for unused commitment avarlablllty

The amount of accounts receivable transferred by BNSF, Railway to SFHC fluctuates based upon the availability of receivables
and is directly a’n‘ected by changing business volumes and credit risks, including dilution and delingquencies. in arder for there to
be animpact on the amount of receivables BNSF Rarlway could sell, the-combined dslutlon and|delinquency percentages would
have 1o exceed an establrshed threshold for the combined dilution and delinguency percentages BNSF Railway has. hrstoncally
experienced very Iow levels of default or dilution and was well below the established rate at December 31, 2006. Based on the
current levels, if dliutron or delinquency percentages were {0 |ncrease by one percentage point,|there wou'ld_be no impact 1o the
amount of receivables BNSF Rarlway colld sell. ' ' T

;
Hecervables funded under the NR sales program may not include. amounts over 90 days past due or concentratrons over certain -

limits with any one gustarner and certain other receivables. At Decernber 31, 2006 and- 2005 -$26 million and $36 million,
respectively, of acceunts receivable were greater than 90 days old. BNSF Railway maintains an aliowance for bill adjustments
and uncollectiblte accounts based upon the expected gollectibility of accounts receivable, including receivables transferred to the
master trust’ Credit losses are based on specific |dent|f|cat|on of uncollectible accounts and applrcatron of historical collection
percentages by aging category. At December 31, 2006 and 2005, $36 million and $45 million, respectrvely, of such allowances
had been fecorded, of which $34 million and $42 mrllron :respectlveiy, had been recorded as a reductren to accounts receivable,
net The remaining $2 million and $3 million at December 31, 2006 and 2005, respectively, had beenrecorded in accounts payable
and other current liabilities because they relate to the outlstandmg undlvrded interests heid by |nrvestors During the years ended
December 31, 2006 and 2005, $8 million of accounts receivable were wrrtten off.

The investors in the master trust have no'recolrse to BNSF Rallway s other assets except for customary warranty and mdemnrty
claims. Creditors of BNSF Railway have no recourse to the assets of the master trust or SFFEC unless and until: all ‘claims of
théir respectrve credltors have been pard The A/R sales program includes provisions that, |f trlggered allow the investors
participating in this program, at their optlon to'cancel the program. At December 31, 2008, BNSF Rarlway was in comphance
wrth these provisions.. :

¥,

7. Propertv and Equtpment Net . o .
Property and equrpment net (in mrllrons) and the werghted average annual depreciation ra_tesr(%) were as fotlows:

v - ' K L LT | ‘ - 2006
E ¢ : . ) L \ © Depreciation
December 31, ) . . . 2006 2005 ) Rates
Lanid - BT e .8 1693 - | § 1,649 %
Track structure =~ - - : e 17,103 | 16,122 3.3%
Other roadway o ) R A - 11,637 10,947 " 2.5%
. Locomotives : ; N R - 334 | 3412 5.1%
Freight cars and other equipment S o PR 1,941 . ' 1,954 5.1%
. Computer hardware and software = : o - © 460 IR 449 13.7%
“Totat-cost e cT b .+ 36175 | - 34533
Less accumulated deprecratlon and amortrzatron : L {8499) 1 =~ (7,982
! 1

Propertyandequrpment net - v - . '$ 27676 | $ 26551

Tt ) 3

s
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- for locomotives.

-2006
The Consolidated Balance Sheets at December 31, 2006 and 2005, included $1,039 million, net of $409 miltion of amortization
and $1.000 million, net of $372 million of amortization, respectively, for property and equipment under capital leases, primarily

" The Company capitalized $14 million, $13 million and $70 million of interest for the years ended December 31, 2006, 2005 and

2004, respectively. : , :

SAN JACINTO RAIL LIMITED PA.RTNERSHIP, ‘

In 2001, BNSF Railway entered into the San Jacinto Rail Limited Partnership {the Partnership) with subsidiaries of three chemical
manufacturing companies. The original purpose of the I?a'rthership was to construct and BNSF Railway to operate a 13-mile rait
line to service several chemical and plastics manufacturing facilities in the Houston, Texas area. In the fourth quarter of 2004,
BNSF Railway reached an agreement with another carrier for an alternative means of-access to the facilities by using the other
railroad’s existing line. As consideration for the trackage rights and alternative access rights, BNSF Railway agreed to compensate
the other railroad, in lieu of rent, by a combination of cash and waiver of certain payment obligations of the other carrier for future
payments related to prospective capital projects to be,performed on jointly-operated facilities of BNSF Railway and the other
carrier. In January 2005, upon implementation of the terms of this agreement, the Company recorded an intangible asset of
$92 million for the trackage rights, amortization of which is estimated to be approximately $3 million per year. In February 2005,
the Surface Transportation Board announced its approval of the alternatrve access by means of trackage rights over the other
carrier's existing hnes

'

The fair market value of thé Partnership's assets, including land, was approxnmately $4 mllllon determined based on comparable
sales and existing property listing information on other properties located near the subject propertles As a result of a pfan to
sell these assets, the Company recorded a pre- -tax impairment charge of $24 million in materials and other expense, which
reduced net income by $15 million or $0.04 per share for 2004, Addltlonally, the 5hort~term debt that was recorded upon
consolidation was repaid during the fourth guarter of 2004. :

.

8. Accounts Payable-and Other Current Liabilities;-
Accounts payable and other current liabilities consisted of the féllowing.(in millions): -

December 31, : ' ’ 2006 2005

Compensation and benefits payable - . . $ 699 .- % 596
Rents and leases ' L . o 350 - - .. 210
Customer incentives - ' : . S 319 - 297
Accounts payable T . ‘ ’ e 282 . . 278
Casualty and environmental ||ab||rt|es _ ' . L 233 240
- Property tax liabilities s . S & 7 -~ 7126
Accrued interest - o 127 115
Dividends payable ‘ 90 75
Income tax liabilities ' - . - 86 . 232
Other : ' ' 535 : 604

Total ‘ .. $ 2853 $ 2,773
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9, Debt. . o
Debt dutstanding was as follows {in milliohs):

December 31 . ) e 2006 2005 -
Notes and debentures, weighted average rate of 6.8 percent, due 2007 to 2097 t $ 5,364 S $ 5077
Equiprment obligations, weighted average rate of 6.7 percent, due 2007 to 2018 347 413
Capitalized tease obligations, weighted average rate of 6,|9 percent, due 2007 to 2023 O - 609 : . 604
Mortgage bonds, weighted average rate-of 5.7 percent, due 2007 to 2047 106 - 384
Financing obligations, weighted average rate of 6.3 perc:e!nt, due 2013 to 2028 .-183. . . 183
Commercial paper, weighted average rate of 5.4 percent ’ .- . 846 563
Unamortized discount and other, net . . ) - {40} (40)
Total . : - 7.385 7,154
Less current portion of long-term debt l e . (473) {456)
» Long-term debt. | - . . .$ 6,912 $ 6,698

J Y T B i .

Notes and debentures include a fair value ad|ustment decrease for hedges of $6 m|II|on and a decrease of less than §1 million
at December 31, 2006 and 2005, respectively.

As of December 31, 2006, certain BNSF Railway properties and other assets were subject to liens securing $106 million of mortgage
debt. Certain focomotives and rolling-stock of BNSF Hailvx'ray were subject to equipment obligations and capital leases.

The followmg tables provide fair value information for the Company’s debt obhganons mcludmg prmmpal cash flows and related
. ‘welghted average mterest rates by contractual’ maturlty dates. Weighted average vanable rates are based on implied forward
rates |n the yield curve at Décembér 31, 2008, g

+

[ .
December 31, 2006

'i'ofal Total Fair Valua

Maturity Date ¢ - Including  Excluding  Excluding

Capitai Capital Capn:al

' 2007 - - -2008 2009 | ' 2010 < 2011 Thereafter Leases  Leases

Fixed-rate debt K : . ' . ‘

{in‘mitlions} $ 173 $ 179 g 151 $ 167 $ 477 § 4,648 5795 § 5,186 $ 55667,
Average'interest rate - 7.4% 7.6% 7.2% 7.0% 6.7% 66% | 6.7%.

Variable-rate debt ==~ : - -

{in millions} . % 300 3 - $ 202 $ 242 g$8B46 - 1,590- § 1,680 $ 1,610

Average interest rate 8.0% - - ~% 5.5% 7.9% 5.4% -% 6.3%

BNSF has included maturities of $846 million. of commercial paper in the 2011 column above.

—_— _—_———— | —g— — g —
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2006

. N ' December31,2006, . T .-

LA o S . . o S Total ¢ - Total FairValue
' . - - f. . Maturity Date : L o Including-, Excluding  Excluding
- R T . - Capital Capital Capital
o .o~ T 2006 ' 2007 zooa ©2009 7 2010 ° Thereafter ! oL Leases
Fixed-rate debt N B : P ; = - -
{in millions) % 456  $ 164§ 161 $ 135 $ 143 % 4,777 $ 5842 $ 5238 § 5843
Average interestrate ~ , 8.6%  7.9% 7. 6% 74% 7.2% 8.7% 6.9% -
Variable-rate debt . . B L o L “ . el e
(in millions) '8 -, 8 301 0 8 - ., § 205 $806. 5 . -, $ 1,312 $ 1,312 § 1,352
Average interest rate -% 7.3% ~% 5.2% 53% % 5 8%

- A ¢ . . . Pty s e T 0
BNSF has included maturities of $563 mllhon of commeroral paper in the 2010 column above In the two tables above, maturities
in 2008 exclude $200 million of 729-percent debentures which mature in 2036 but have a one—day redempticon feature in 2008

at the option of the debt holders. - - oy fear P -
i
The fair value of BNSF's long-term debt is primarily based on quoted market prices for the same or similar issues, or on the

current rates that would be offered to BNSF for debt of the sarme remaining maturities. Capital leases have been excluded from
the calculation of fair vaiue for both 2006 and 2005 The_carrylng amount of commercial. paper and bank.debt appraximates fair
value, and the average interest rate equals the current rate because of the short maturity of these instruments. . .

.- - F— - o, 3 - PR

.. 1
NOTES AND DEBENTURES ! ] .

2005 ) R P ‘_'. ”:“ . \ e ot

In' August 20086, BNSF assued $300 million of 6 20 percent debentures due August 15, 2036. The net proceeds from the sale of
the debentures are being used for general corporate purposes including but not limited to working caprtal cap|ta| expendltures
and the repayment of outstanding commerolal paper. - e i : - . ST e ‘

1 : ew -
Pursuant to existing Board authorlty asof December 31, 2006, BNSF could issue up to an additional $700 mrlhon of debt secuntres
through the SEC debt shelf registration process. In February 2007, the Board authorized an additional $1.4 billion of debt securities
that may be issled through the SEC debt shelf registration process, for a total of $2. 1 billion of debt securities now authorrzed

to be issued. |

'.. .

N Vo

P

2005

_In December 2005, BNSF issued $500 million of &. 613 percent junior subordinated notes due December 31, 2065 The' junior

subordinated notes -are callable on or after January ‘|5 2026 at par plus accrued and unpald interest. On January 15, 2026, if
the junior subordinated notes are not called, the |nterest rate_ will change to an annual rate.equal to the 3-month LIBOR rate plus
2.35 percent, reset quarterly Interest payments may be deferréd .at the option of the Company, on a cumulative basis for a
period of up to five consecutive years; however during, th|s time the Company would not be permitted to declare or pay dividends
on its common stock. In the.event that certarn frnancra! covenants are not maintained, the Company would be required to sell
commen stock, the proceeds of which woutd be used to pay any accrued and unpaid interest. At December 31, 2006, the
Company was in compliance with these covenants. Because of this structure, certain ratlng agencres provide a considerable
degree of eqmty treatment for purposes of caloulatrng various ratios and metrics. The majority of the net proceeds of the debt
issuance were used to repurchase comman stock with the remarnder used for general corporate purposes '

. i ) :
. o . ’ - . I . . 5 . RN AN ' LT
2004 . : .. Lo : ‘ . e .

The Company |ssued $250 mlllron of 4.88 percent notes due January 15, 201 5 The net proceeds of the debt issuance were used

for general corporate purposes including the repayment of outstanding commercial paper. ~
. ]
. 1

-
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REVOLVING CREDIT FACILITY AND COMMERCIAL PAPEH ‘

'In September 2008, the Company extended the exprratlon date of the Company s $1 2 hillion long-term bank credit facility 10

,'September 2011. Annual facility fees are currently 0.08 percent for the facility. The rate is subject to change based upon changes
in BNSF's senior unsecured debt ratings. Borrowing rates are based upon: (i) LIBOR plus a spread determiried by BNSF's senior
unsecured debt ratings, (i} money market rates offered at the option of the lenders, or {ili} an alternate base rate. BNSF must
maintain compliance with certain financial covenants under its revolving credit agreement At December 31, 2005 the Company
was in complrance with these covenants. o . l

R . P 1
At December 31 2006, there were no bank borrowings against the revolving credit agre'ement

BNSF issues commercral paper from trme to time that{is supported by the bank revolving credit agreement Outstandrng
commercial paper balances reduce the amount of borrowmgs available under this agreement

The maturrty value of commercral paper as of December :!31 20086, of $916 million reduces the total capacity available under the
revolving credit agréements to approxrmately $284 mﬂl:on Commercial paper outstanding included $64 million issued-to a
censolidated subsidiary of BNSF that was eliminated upon consolidation. Consolrdated commercial paper outstanding, which
had a maturity value of $852 million, was classified as Ionlg term debt in the Company's Consolidated Balance Sheet.’

GUARANTEES - | S : - S
Debt and other obligations of non- consolldated entities guaranteed by the Company as of December 31, 20086, were as follows
(dollars in millions}): ) oo S : -
"i'iuarantees
) ’ “ BNSF Principal Maximum Maximum Rernaining )
e Lo . Ownership. -Amount Future Recourse Term Capitalized -
. : . 7 . Percentage Guaranteed ' . Payments Amount? {in years) . Obligations®
Lo oo o ! ’ S Termination of :
Kinder Morgan Energy Partners, L.P s 0.5% $ 190 $ 190 - $& - .7 Ownership. $ -
Kansas City Terminat Intermodal X : ' Coe ' ‘
Transportation Corporation =~ § - 00% ~[{% '59 - .§ B9. $ 89 - 12 $ 32
Westside Intermodal ~ Co <. e , ) ' —
Transportation Corporation St W00% -{$ 42 $ 65 ° .3 — Lo 17 $ 35
The Unified Government of A :
Wyandotte County/ - . , .
_ Kansas City, Kansas ) 00% |$ 13 8§ ‘20 % - 17 £ N
Various lessors ) o ’ ' _ -
(Residual value guarantees) T 0.0% NA - 8 271 7 .2 - Various = § . 68°

All other . W T e D0%. I$ 7. % 8 -8 3 Various -, $ -

- - . -
a’ " Reflects the maximum amount the Company could recover from a third party other than the counterparty.
b- Reflects capitalized obligations that are recorded‘on the Company's' Consolidated Balance Sheats.

¢ Beflects the FASB’ Interpretation Mo. (FIN) 45, Goarantors Accauntmg and Disclosure Requirements for Guarantees, asset and *
corresponding liability for the fair value of, the residual value guarantees on the Company’s Consolidated Balance Sheets.

{

”

KINDEH MOHGAN ENEHGY PARTNERS L. P ! ' ’ .

Santa Fe Pacific Pipelines, Inc:, an |nd|rect whol Iy-owned! subsrdlary of BNSF has a guarantee in connectron with its remarmng
special limited partnership interest in Santa Fe Pacific Pipelines Partners, L.P tSFPP) a subsrdrary of Kinder Morgan Energy
Partners, L.P, 10 be paid only upan default by the partnershrp All obligations with. respect to the guarantee will cease upon
termination of ownershrp rights, which would occur upon a put notice issued by BNSF or the exercise of the call rights by the
general partners 'of SFPPR . : " . ot ‘
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KANSAS CITYTERMINALINTEHMODALTRANSPORTATION (‘;ORPORATION n S S e [P

BNSF Flarlway and another major railroad |o|ntly and severally guarantee $59 'million of debt ¢f Kansas CltyTermrnal Intermodal
Transportation Corporaticn, the proceeds of which were!used to finance construction of a double track grade separatron bndge
in Kansas City, Missouri, which'is operated and used by Kansas City Terminal Railway Company (KCTRC}. BNSF Railway has'a .
25 percent ovvnershlp in KCTRC, accounts for its mterest usmg the .equity method of accounting and would be reguired to fund
a portion of the remalnlng obllgatron upon default by the ongrnal debtor. . ‘ P . S

. 3 N b r

- WESTSIDE INTERMODALTRANSPORTAfION CORPOR:QTIOI\i AND THE c st D

UNIFIED GOVERNMENT OF WYANDOTTE COUNTYIKANSAS CITY, KANSAS

BNSF Railway has outstandlng guarantees of $55 mrllron of debt, the proceeds of whrch were used to finance construction of a
brrdge that connects BNSF Railway's Argentine Yard in- Kansas City, Kansas, with the KCTRC mainline tracks in Kansas City,
Missouri. The bridge is operated by KCTRC, and payments related 10 BNSF's guarantee of this ofligation would only be called
for'upon default by the original debtor. 4

- % - ¢

RESIDUAL VALUE GUARANTEES (RVG)

|
i
3
|

In the normal course of business, the Company enters |nto Ieases in"which it guarantees the resrdual value of certain leased

: equrpment Some of these leases have renewal or purchase optlons or both, that the Company may exercise at the end of the
lease term. If the Company elects not to exercise these opt|ons it may be required. to pay the Iessor an, amount not exceeding *
'. the RVG. The amount of any payment is contrngent upon the actual residual value of the leased equrpment ‘Sorme of these Ieases

also require the lessor to pay the Company any surplus it the. actual residual value of the leased eguipment |s over the RVG.
These guarantees will expire between 2007 and 2011 : :

B . "‘.. "w

The maximum future payments as dlsclosed in the Guarantees tabIe above represent the undlscounted maxrmum amount that .

BNSF could be required to pay in the event the Compahy did not exercise its rénewal option and the fair market value of the
equipment had significantly declined. BNSF does not antrcrpate such a large. reductlon in the fair market value of the Ieased
equipment. As of December 31, 2006, the Company had recorded a $68 million asset and correspondrng liability for the fair value
oftheFlVG o : ce e, r.:

'
i
i

ALL OTHER ' . ' L T
As of December 31, 2006 BNSF guaranteed $7 miliion of other debt and leases. BNSF holds a performance bond and has the

option to sub-lease property to recover up to $3 m|II|on of the $7 million of guarantees. These guarantees explre between 2007
and 2013. . : ‘ T e

Other than as drscussed above, there isno collateral held by a third party that the Company could obtarn and Irqurdate 1o recover
any amounts paid, under the above guarantees. P . cn T o

Other than as dlscussed above none of the guarantees are recorded in the Consolrdated Flnanmal Statements of ‘the
Company The Company does not expect performance under these guarantees 10 have a materral effect on the Company |n the
foreseeable future. . : ! N

4
b
v

- . - Lo oot . ' o L 51" N T
INDEMNITIES . - L . : . -

i *

In the ordinary course of busrness BNSF enters into agreements wrth th|rd partres that include |ndemn|f|cat|on clauses. in
general, these clauses are customary for the types of agreements in which they areir included. At times, these clauses may |nvolve
indemnification for the acts of the Company, its employees and agents, indemnification for another party s acts mdemnrfrcatron
for future events, |ndemn|f|cat|on based upon a certain standard of performance |ndemnlf|cat|on for ||ab|l|tles ansmg out of the
Company’s use of Ieased equrpment or other Ppraperty, ‘or other types of mdemnrflcatlon Due’ to the uncertalnty of whether
events, which would trrgger the |ndemnrf|cat|on obllgatlons would ever oceur, "the Company does not belleve that these mdemnlty
agreements wilt have a matenal adverse effect on the Company s results of- operat|ons flnanmal posmon or llqurdlty Additionally,
the Company believes that, due'to lack of historical payment experrence the fair value of indemnities cannot be estimated w:th
any amount of certainty-and that the fair value of any such amount would be immaterial to the financial statements. Accordmgly
no fair value liability related to indemnities has been recorded in the financial-statements.

L
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. 10. Commitments and Contingencies a T T P g

BNSF

’ 2 - v . - - p
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LEASE COMMITMENTS , e .

Y P T - W N i e . o . Tt

. BNSF has substantial lease commitments for Iocomotlves freight cars, trailers and contalners office buildings, operating facilities

I
and other property, and many of these leases provide the: optlon to purchase the leased |tem at fair. market value'at the end of

the lease. However, some provide fixed price purchase options. Futurg minimum lease payments as of December 31, 2006, are
b A ; )

summarized as follows (in millionsy: — © | : i

December 31, ‘ ) e ] b2t w8t e, Capital Leases, Operating Leases?®
2007 - . ‘ - :, ':"-.l:‘:":il L.v RE ‘ . - . . .ul'.,' : $4164 ’ — $ ‘64‘0
2008 o I Y AT e - 14§ C 586
2009 ‘ . : 116 621
2010 T ' ' 8 - 569
2011 ‘ I . K . oa 530
Thereafter . - - ' _ N CETR gz Tt 4,450
Total = T s ER AN o [ TP S " co.o 008 $ 7,496
Less amount fepresenting interest. " % "4 T T R {99) - B s )
Present valug-of minimurm lease payments - - ¢ I T AT . $ 609

Excludes Ieases havnng non cancelable Iease terms of Iess than one year and per dlem Ieases
4 e Pagted L e T

Lease rental expense for afl operating leases, excluding per diem leases, was $665 million, $565 miilion and $496 million'for the
years ended December 31, 2006 2005 and 2004, respectively. When rental payments are not made on a straight-line basis, the

o Company recognrzes rental expense on’ a stralght-llne basis over the lease term. Contmgent rentals and sublease rentals were
not 5|gn|f|cant .

i
tiy f . . . -

ECRFTRN AR v LA . ' - f - . . -t [

OTHER COMMITMENTS

In the normal course of business, the Cornpany enters inte long-term contractual requirements for future goods and services
needed for the operatlons of the business. Such commrtrrllents are not in excess of expected requirements and are not reascnably.
llkely to result in: performance penalties or payments that would, have a material adverse eﬁect on'the Company's liquidity: -

k] 3T
SITRNE

PERSONAL INJUFIY AND ENVIRONMENTAL COSTS

CHARGE FOR ASBESTOS AND ENVlRONMENTAL COSTS r oLy
During 2004, BNSF recorded a $465 million pre-tax charge to reflect changes in its estimate of unasserted asbestos iiabilities

|
+ and enwronmental liabilities, Of this amount $293 millionand $172_ ITlI||IOn were related to unasserted asbestos and environmentat

l:abllltles respectlvely The %465 m|II|on pre-tax charge wlas recorded in matenals and other expense and reduced net :ncome by
$288 million, o $0 77 per share dunng 2004

¢

PERSONAL INJURY

Personal injury clan;ns |nc|ud|ng asbestos clatms and emptoyee Work related injurigs and third-party |njur|es lcollectlvely other
personal injury), are a srgn!flcant expense for the raiircad |ndustry Personal injury claims by BNSF Rallway employees are sub]ect
to the prowsmns of'the Federal Employers Llablllty Act (FELA) rather than state workers compensat:on laws. FELAS system of
requtnng the flndlng of’ fault coupled Wlth unscheduled awards and reliance on the | lury system, contributed to increased expenses
|n past years Other proceedlngs ihciude clarms by non- employees for punitive as well as compensatory damages A few
proceedlngs purport to be class actlons The vanablllty present |n settllng these clarms including non employee personal |njury
and mattérs in whrch punltwe damages are alleged, could result’ |n mcreased expenses in future years -BNSF has lmplemented
a number of safety programs deslgned to reduce ihe number of personal injuries as weII as the assomated clalms and personal

e 4l AR L
m]ury expense ) e .
R TR : Do '1:' S [ b . . *
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BNSF records a I|ab|!|ty for personal injury clarms when the expected Ioss is both probable and reascnably estrmab e. The liability

and ultimate expense prorectrons are estimated using standard actuarial methodologies. Liakilities recorded for unassertad
personal injury claims are based an information currently available. Due to the inherent Uncertainty involved in projecting future
events such as the number of claims filed each year, developments i in judicial and legislative standards and the average costs to
settle projected claims, actual costs may differ from amounts recorded. . R

T Rt l;‘ o . ) i " )

‘Asassros ) - ’ : 3 R
The Company is party 16a number of persenal injury clarms by employees and non—employees who may have been exposed to
asbestos.The heavrest exposLre for BNSF emptoyees was due to work conductsd in and around the use of steam locomative

. engines that-were phased out between the years of 1950 and 1967 However, other types of exposures, including exposure
. from locomotive component parts and building materials, continued after 1967 until they. were substantrally etrmrnated at BNSF

by 1985. ot C e Sy .-‘_..

-

Prior to 2000 clarm filings against the Company for asbestos were not numerous and were sporadrc Accordingly, while the.

Company had concluded that a probable loss had occurred it did not belreve it cou!d estimate the range of reasonably possible

loss because of the lack of experience with such clarms and the lack of detarled emp oyment records for the population of exposed

employees. The Company believed, however, that the Iqw end of the range of reasonably possible loss, as that term is used in

. Financial Accounting Standards Board (FASB) I’nterpreta‘tion No. (FtNJ'14,'Heasonab!efstr‘matr’on of the Amount of a Loss, was
* immaterial. Subsequent to this period, claim filings.increased and, when they continued intc 2004, the Company cencluded that
the low end of the range of reasonably possible loss would be material and-that an estimate for unasserted asbestos exposure

. Irabrlrty needed to be recorded. BNSF then engaged a third party with extensive experience in performlng asbestos studies to :
assist in assessing the unasserted liability exposure. The ;objective of the assessment was to determine the number of estimated
unasserted asbestos ctarms and the estrmated average cost per claim. The’ Company, with the assistance 6f the third party first
determined its exposed populatron from which it was able to derive the estimated nurnber of unasserted claims. The estimated )
average cost per claim was then determrned utilizing recent actual average cost per clarm data.

l "

Based on the assessment the Cornpany recorded an undrscounted $293 mrllron pre- tax charge for unasserted asbestos clarms
in the third guarter of 2004. The $293 ‘miltion pre-tax charge was recorded in materrals and ather expense and reduced net |ncorne

by $182 million, or $0.49 per share, for the year ended December 31, 2004
|
Durrng each of the thrrd quarters of 2006 and 2005 the Company had the third party. analyze recent trends to ensure the

assumptrons utilized in the original Sepiember 2004 study were still valid. Based on these reviews, the original study continues
to represent a reasonable estimate of BNSF's future asbestos exposure. Therefore management recarded no additional expense
as a result of these updates. The Company plans to update the study again in the third quarter of 2007 In addition, throughout
the year, BNSF monrtors actual experience againstthe number of forecasted claims and expected ¢laim payments and records
! adjustments to the Companys estimates.as necessary ’

1

The followrng table summarizes the actrvrty in the Companys accrued oblrgatrons for both asserted and unasserted asbestos
matters (|n mrllrons) . - .

)
e ke ._',._

2006 0 2008 . 2004

Beginning balance - o ' . ) 1. . ' . §:326 . . § 345 - < 60
Accruals -~ + - LS e e : cm - 7. 308
Payments B - i (20} (19 " - (23)
g $ 306 $ 326 $ 345

Endrng batance at December 31

Of the December 31, 2006 obliéation, $251 million was related to unasserted claims while $55 million was related to asserted
claims. At December 31, 2006 and 2005, $22 million and $21 million were included in current liabilities, respectively. The recorded
liability was not discounted. In addition, defense and processing costs, which are recorded on an as-reported basis, were not
included in the recorded liability. The Company is present!y self-insured for asbestos-related clarms

.
)
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The following table summarizes information regarding the number- of asserted ashestos claims fited against BNSF:

2006 - ' 2005

Claims unresolved at January 1, ' o l Tz221 1,926
Claims filed ' ' _ : 1530 835
Claims settled, dismissed or otherwise resolved ' ’ ! (676) . (640)

.Claims unresolved at December 31,5 .. 3 . - | - -« "= .. .. ' . 1,975 2,121

Based on BNSF s estimate of the potentrally exposed employees and related mortality assumptrons it is anticipated that unasserted
claims will continue to be-filed through the year 2050. The Company recorded an- «amount for the full estimated filing period
through 2050 because it had a relatively finite exposed populatron lformer and current-employees hired prior to 1985, whrch it
was able to identify and reasonably estimate and about wlhrch it had obtained reliable demographic data (including age, hire date
and oocupanon} derrved fromindustry or BNSF specrflc data that was the basis for thé study. BNSF pro1ects that apprommately
66, 75°and 95 percent of the future unasserted asbestos clalms will be incurred within the fext 10, 15 and 25 years
respectrvely : - SR k '

P - -
- e H » '

Because of the uncertamty surroundlng the factors usedi in the study it is reasonablypassible that future costs to settle asbestos

claims may range from approximately $200 million to $400 million, However, BNSF believes that the $306 million recorded, is -

o I .
the best estimaterof the Company's future oblrgatlon for the settlement of asbestos:claims. . v,

The amounts recorded by BNSF for the asbestos- related Itabr!rty were based upon currently known facts Future events such
as the number, of new claims to be filed ‘each year, the ave]rage cost of drsposrng of claims, as well as the numerous unoertarntres
surrounding asbestos litigation in the Unlted States, could. cause the actual costs to ‘be higher or lower than pro;ected

While the final outcome of asbestos- related matters‘cannot be predicted with certainty, oonsidering among other things the
meritorious Iegal defenses available and’ Ilabrlrtres that have been recorded, it is the opinion of BNSF that none of these items,
when finally resolved wrll have amaterial adverse effect oh the Company s financial posmon or Irqurdlty However the occurrence
of a number of these rtems in the same perrod could have a material adverse effect on the results of operatrons ina partu:ular
guarter or fiscal year.

OTHER PERSONAL INJURY * L
" BNSF-uses a third-party actuary to assist'the Company in estimating.its other personal injury lidbility claims and expense. These
estimates are based on the covered pop]ulation, activity levels and trendsin frequency and the costs of covered injuries. These
actuarial estimates include unasserted cldims except for certain repetitive stréss and other cocupational trauma claims that result
from prolonged repeated events or exposure. Such clarms are estimated on an as-reported basis becadse, whilé the Company.
has concluded thata probable loss has occurred it cannot estrmate the range of reascnably p055|ble loss due to other contrrbutrng
causes of such injuries and the fact that contrnued exposhre is requrred for the potential injury to manrfest itself as a claim. The
Company believes that the low end of the range of reasonably p055|ble Ioss as that term is used in FIN 14, is |mmaterral for
these other occupational trauma: clarms N ‘

* 4

BNSF obtains quarterly actuarial updates for other personal injury liabilities and monitors actual experience against the number
of forecasted claims to be received, the' forecasted nurr]rber of claims closing with payment and expected claims payments.
Adjustments to the Companys estimates are recorded quarterly as necessary or more frequently as new events or revised

estimates develop. - e

. 5 . . L v .
The following table summariz’es the activity in the Compalny's accrued obligations for other personal injury matters {in millions}):

e ) N . R R T 2008 o 2004
Beginhing balarice - Cot ' g ~ . §1422° . . 459 : $° 453
Accruals A ' MURRREER |- B 181 194
Payments : ‘ - : (171 ©{218) {188)
Ending balance at December 31, - $ 439 $ 422 ' $ 459
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At December 31, 2006 and 2005, $153 million and $164 million were included in current liabilities, respectively. BNSF's liabilities
for other personal injury claims are undiscounted. In addition, defense and processing costs, which are recorded on an as-reported
basis, were not included in the recorded liability. The Company is substantlally self-insured for other personal m;ury claims.

The following table summarizes information regardmg the number of personal |n|ury clalms other than asbestos flled
agalnst BNSF: SR St b o "o -

. ' R - 2006 - ¢+ ' 2005
Claims unresolved at January 1, - ‘ ' - . 3,617 S 4me .
Claims filed B ‘ i _ o 3516 3,758
Claims settled, dismissed or otherwise resolved T ' i {4,003) (4,257}

Claims unresolved at Dec‘embe'r‘sr, ‘ C , - ' 3,130 ) 3,617

Because of the uncertalnty surroundrng the, ultrmate outcome of other personaﬂ |njury clalms |t is reasonably possrble that future
cOsts to settle other personal i mJury claims may range fram apprommatelv '$375 million to $550 million. However BNSF belleves
that the $439 million recorded at December 31, 2008, |s the best estlmate of the Company s future obllganon for the settlement
of other personal |n|ury claimis.

| . ’ ot e R ' coun
The amounts recorded by BNSF for other personal |n1ury claims were based upon currently known facts. Future events; such as
the number of new claims to be filed each year, the average cost of dlsposmg of claims, as well as the numerous unoertalnnes
surrounding personal |n1ury ||trgat|on |n ‘the Unlted States could cause the actual costs to he higher or lower than prOJected

While the final outcome of these other personal injury matiers cannot be predicted with certainty, considering among other
things the meritorious legal-defenses available and liabilities that have been recorded, it is the opinion of BNSF that none of
these items, when finally rasolved, will have a material ‘adverse effect on the Companys financial positicn or liquidity: However,
the oecurrence of a number of these items in the same period could have a- ‘material adverse effect on the results of operatlons

*

mapartlcularquarteror fiscal year. - : .o -

- LI ' LT

BNSF INSURANCE COMPANY
The Company has a consolidated, whoIIy-owned subsrdrary Burllngton Northern Santa Fe Insurance Company, Ltd. (BNSF IC)
that prowdes insurance coverage for certain risks rncurred after April 1, 1998, FELA clalrns rarlroad protective and force account
insurance clalms incurred after January 1, 2002 and certaln other claims, which arg subject to reinsurance. Beginning in 2004
BNSF IC entered rnto annual reinsurance poollng agreements with several other companies. The pooling agreements, insure
workers cornpensatlon general liabitity, auto liabitity and FELA risk. In accordance wrth the agreements BNSF IC cedes a portlon
of its FELA exposure to the pool and assumes a proportlonate share of the entlre pool's risk. Each year BNSF IC reviews the
objectives and performance of the pool to determrne its comlnued partlmpatlon |n‘the poo\ At December 31, 2006 BNSF IC had
invested in third-party commercial paper, time deposits and money market accounts as well as in commercial paper issued by
BNSF All of the third-party investments are classified,as cash and cash. equivalents on the Company’s Consolidated Balance
Sheet. At December 21 2008, there was approximately $350 million related to these: third-party investments, which were
classified as cash and cash equivalents on the Company’s Consolidated Balance Sheet, as compared wuth approximately $50 million
. at December 31, 2005. . . : L. : R R . -

ENVIRONMENTAL

The Company's operatlons as well as those of its competnors are sub;ect 10 extensive federal state and Iocal environmental regulataon
BNSF's operating procedures include practices to protect the environment from the nsks inherent in railroad operations, which
frequently invalve transporting chemicals and other hazardous materials. Additionally, many of BNSF's land holdings are and have
been used for industrial or transportation-related purposes or leased to commercial or industrial companies whose activities may have
resulted in discharges onto the property. As a result, BNSF is subject to environmental cleanu'p and enforcement actions. In particular,
the federal Comprehensive Environmental Response, Compensation and Liability Act of 1980 (CERCLA), also known as the Superfund
law, as well as similar state laws, generally impose joint and several liabiiity for cleanup and enforcement costs on current and
former owners and operators of a site without regard to fault or the legality of the original conduct. BNSF has been notified that it is
a potentially responsible party {PRP) for study and cleanup costs at Superfund sites for which investigation and rermediation payments
are of will be made or, are yet to be determined (the Superfund sites) and, in many instances, is one of several PRPs. In addition,
BNSF may be considered a PRP under certain other laws. Accordingly, under CERCLA and other federal and state statutes;

’
. " - .
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BNSF may be held jointly and severally fiable for all envifonmental costs associated with a particular site. If-there are other PRPs,
BNSF generally participates in the cleanup of these sites through_cost-sharing agreements with terms that vary from site to site.
Costs are typically allocated based on such factors as relative volumetric contribution of material, the amount of time the site was
owned or operated and/or the portion of the total site owned or operated by each PRP

Lrabrlmes for enwronmental cleanup costs are recorded when BNSF's ||ab|!|ty for environmental cleanup is probable and reasonab!y
‘estimable. Subseguent adjustments to initial estimates arle recorded as necessary based upon addisional information developed
in subsequent periods. Environmental costs include initial srte surveys and environmental studies as well as costs for remedlation
of sites determined to be contaminated.

) During the first half of 2004, the Company experienced a significant increase in expense relating to environmental remediation
developments at known sites for which the majority of the contamination occurred decades ago. Because of these and other
developments, the Company performed an assessment |n 2004 to determine if it was feasible to better estimate developments
at its known sites. The Company determined ‘that a third- party actuary had proprietary data that included information from the
Environmental Prptectron Agency (EPA) and other governmentai agencies as well as information accumulated from public sources
and work performed for other clients. Because of its determmatlon that a better estrmate of future development could be made
with this data, BNSF engaged this third-party actuary whrlch has an extensive background in performing various studies for Iarge
companres ‘including. environmental matters, to assist BNSF in determlnmg the Company's potentral future environmental
exposure at known sites. As a result of this study, the Company revised its estimate of its probable enwronmentai losses and
its accrued liabilities. :

Consequently, during the third quarter of 2004, BNSF reco'rded an undiscounted $172 million pre-tax charge related to its change
in estimated environmental liabilities on & sité- -by- srte basrs The $172 million pré-tax charge was recorded in-materiais and other
expense and reduced net income by $106 miflion, or $0. 28 per share, for 2004. The charge did not include (i) contaminated sites
of which the Company is not aware, or (ii}.additional amolunts for third-party claims, which arise out of contaminants allegedly
mlgratang from BNSF property, due to.a Irmlted number ofI sites. BNSF continues to estimate third-party claims on a site-by-site
basis when the liability for such claims is probable and reasonably estimable. BNSF's recorded Ilabrlrty for thrrd-party claims as
- of December 31, 20086, is approxrmately $12 million.

During the third quarter of 2006, the Company obtained an update of this study. Based on the work performed by the third-party
actuary during each of the third quarters of 2006 and 2005, imanagement recarded additional expense of approximately %5 million
and $12 million, respectively. The Company plans to update the study again in the third quarter of 2007 However, on a quarterly
basis, BNSF monitars actual experience against the forecasted remediation and related payments made on existing sites and
conducts ongoing environmental contingency analyses, which consider a combrnatron of factors including independent consuiting
reports, site visits, legal reviews and analysis of the likelihood of partrcrpatton in and the ability to pay for, cleanup of other PRPs.
Ad]ustments to the Company's estimates will continue to be récorded ds necessary based on developments in subseguent

- penods Addmonally, environmential accruals mclude amounts for newly identified sites or contamrnants thlrd party claims and
legal iees |ncurred for defense of third- party clarms and relcovery efforts.

The Company's estimate of ultimate cost. for cleanup effor;ts atits known envrronmental sites utilizes BNSF's historical payment

patterns, its current estimated percentage to closure ratlos and the actuary's proprietary benchmark patterns developed from
data accumulated from. public sources and work performed by it for other clients, including the EPA and other governmental
agencies. These factors incorporate experience gained fram cleanup efforts at other srmrlar sites mto the estimates for which .
remediation and restoration efforts are strII in progress '

BNSF is |nvolved ina number of admrnlstratwe and judiciat proceedings and other mandatory cleanup efforts for 375 sites,
inctuding Superfund sites, at which it is participating in the study or cleanup; or both, of alleged environmental contamination.
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The tollowing table summarizes the activity in the Company's accrued obligations for environmental matters {in millions):

i oo 2006 2005 . 2004

Beginning balance ' : T $ 370 ' $ 385 $ 199

Accruals ' 20 : 33 - .. 258
Payments . A {72) . 148 - (72)
Ending balance at December 31, - i ' $ 318 $ 370 $ 385

.

At December 31, 2006 and 2005, $58 million and $55 ‘million were included in current liabilities, respectively. BNSF's environmental
liabilities are not discounted. BNSF anticipates that the majority of the accrued costs at Decemnber 31, 2006, will be paid over
the next ten years, and no individual site is considered to be material. ‘ :

The following'table summarizes the en\(rronmental srte;s: " ‘ . _ o
BNSF Sites _ LI ' Superfund Sites
4 2006 2005 ' 2006 2005
’ * i . C ' <o . . . _l:;{
Number of sites at January 1, . S 369 T 384 20 24
Sites added during the period ' 23 24 =" -
Sites closed during the period ‘ . (17} {39} oL (4)

Number of sites at December 31, ' ! 7 T "369 20 20
— e — — -
Liabilities recorded for environmental costs represent BNSF's best estimate of its probable future obligation for the remediation
and settlement of these sites and include both asserted and unasserted claims. Unasserted ¢laims are not a material component
of the liability. Although recorded liabilities include BNSF s best estimate of all probable costs, without reduction tor anticipated
recoveries from third parties, BNSF's total cleanup costs at these sites cannot be predlcted with certarnty due to various factors
such as the extent of corrective actions that may be reqmred evolving environmental laws and regulations, advances in environmental
tachnology, the extent of other parties’ participation in cleanup efforts, developments in ongoing environmental analyses related
to sites determined to be contaminated and developmeénts in environmental surveys and studies of contaminated sites. '

Because of the uncertainty surrounding these factors, it is reasonably possible that future costs for environmental liahilities may
range from approximately $250 million to $475 million. However, BNSF befieves that the $318 million recorded at December 31, 2006,
is the best estimate of the Company’s future obligation for envirenmental costs.

While the final outcome of these environmental matters cannot be predicted with certainty, it is the 'opinion of BNSF that none
of these items, when finally resolved, will have a materia! adverse effect on the Cornpany’s financial position or liquidity. However
the occurrence of a number of these items in the same period could have a; materral adverse eﬁect on the results of operatrons
in a particular quarter or fiscal year. : ‘

-

OTHER CLAIMS AND LITIGATION . < L , - __— _ )
In addition to ashestos, other personal injury and environmental maiters discussed above, BNSF and its subsidiaries are also
parties to a number of other legal actions and claims, various governmental proceedings and private civil suits arising in the
ordinary course of business, including those related to disputes and complaints involving certain transportation rates and charges
{including complaints seeking refunds of pricr charges paid for coal transportation and the prescription of future rates for such
“movements and claims relating.to service under centract provisions or othermse) Some of the legal proceedlngs mclude claims
for punitive as well as compensatory damages, and a few proceedings purport to be class actions. While the final outcome of
these matters cannot be predicted with certainty, considering among other thmgs the meritorious legal defenses avarlable and
liabilities that have been recorded along with applicabte insurance, it is the opinion of BNSF that none of these items, when
finally resolved, will have a material adverse effect on the Company's financial pOSItlon or liquidity. However, an unexpected .
adverse resolution of one or'more of these items could have a material adverse effect on the results of operatrons in a particular
quarter or fiscal year. ’

'
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11. Employee Separation Costs ‘ o A
Employee separation costs activity was as follows {in millions):

2006 : 2005 2004

Beginning balance at January 1, i A $ 132 ’ $ 154 1§ 179

- Accruals ' : et . . 2 ) 8 - -8
Payments o {27) | <l {33)

Ending balance at December 31, | $ 107 $ 132 $ 154

! . .. . PR . i o : T D . ! : [
Employee separation liabilities of $107 million and $1'32 million were included in the Consolidated Balance ‘Sheets at
December 31, 2006 and 2005, respectively, and principally represent the following: i) deferred benefits payable upon separation
or retirement 1o certain active conductors, trainmen and: locomotive engineers; (i) employee-refated severance costs for the -
consolidation of clerical functions, material handlers in mechanical shops and trainmen. on reserve boards; and (i} certain non-
union employee severance costs. Employee-separation expenses were recorded in-materials and other in the Consolidated

Statements of Income, At December 31, 2008, $21 million of the remaining liabilities were included in current liabilities.

]

I
CONDUCTOHS TRAINMEN AND LOCOMOTIVE ENGINEERS

Llabllrtles related to deferred benefits payable upon separatlon or retirement to certain active conductors trammen and Iocomotrve
engineers were $98 mitlion and $116 million at December 31 2006 and 2005, respectively, These costs were primarily incurred in
connectlon with labor agreements reached prior to the busrness combination of BNSF's predecessor companies Burlington Northern
Inc and:Santa Fe Pacific Corporation {the:Merger). These agreements amoeng other things, reduced train ¢rew sizes and allowed
for more flexible work rules. The remaining costs will be pard between 2007 and approximately 2024. In 2006, 2005 and 2004, the
Company updated its estimates and recorded additional habrlmes of'$2 million during each vear related to deferred benefits.”

CONSOLIDATION QF CLERICAL FUNCTIDNS '

Llabllrtres related 1o the cansolidation of clerlcal functions were $4 m|ll|on and $10 million.at December 31 2006 and 2005,
respectively, and primarily provide for separatlon programs announced in 2003, 2004 and 2005 and severance costs associated
with the clerical consolidation plan adopted in 1995 upon the Merger. During 2005, BNSF recorded other liabilities of approximately
$5 million primarily related to a voluntary severance program for certain union employees. The July 2004 separation program
affected approximately 40 employees and resulted in accrlued severance costs of apprommately 4 m||||on Reductlons related
ta the July 2004 separauon program were substantially cclmpleted by December 31, 2004,

[ 1.

OTHER EMPLOYEE SEPARATION COSTS

Othér employee separation cost liabilities were $5 milliolr and $6 million at December 31, 2006 and 2005, respectively, and
principally relate ta cartain remaining non-union employee severancas resulting frem the tourth quarter 2001 warkforce reduction
and the Merger. These costs will be paid over the next sevelral years based on deferral elections made by the affected employees.
Also included in the other separation cost accrualis an estirrlrete for the remaining payments to be made to other union employees
as a result of a relocation program initiated in 2005 for which a $1 million accrual was recorded. As of December 31, 2006, the
remaining liability balance related to this relocation program was insignificant as the prograrn is substantially complete. Additionally,
during 2004, the Company recorded a l-.abr'.'.ty of approximately $2 million pr'.marr'.y related to a voluntary severance program for
certaln union employees. . . } '

12. Eammgs Per Share . :
Basrc earnings per share is based an the weighted average number of comman shares outstandlng Diluted earnmgs per share
is based on basic earnings per share ad;usted for the effect of potentral common shares outstanding that were dilutive during
the period, arising from employee stock awards and mcrenilental shares calculated using the treasury stock method

Weighted average stock options totaling 1.1 million‘ 01 million and 2.0 mitiion for 2006, 2005 and 2004 respectively, were not
included in the computation of diluted earnings per share| because the options’ exercise prlce exceeded the average market
price of the Company’s stock for those perlods

.
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13. Employee Benefit Plans T s ’ ,

BNSF sponsors a funded, noncontributory qualified BNSF Retirement Plan, which covers substantlally all non-union employees,
and an unfunded BNSF Supplemental Retirement Plan, ‘Wthh covers certain officers and other employees. The benefits under
these pension plans are based on years of credited service and the hlghest consecutive sixty months of compensatlon for the
tast ten years of salaried employment with BNSF BNSF's fundmg policy is to contribute annually not less than the regulatory
minimum and not mere than the maxumum amount deductible for i income tax purposes with respect to the funded plan.

Certain salaried employees of BNSF that have met age and years of serwce requirements are eligible for life insurance coverage
and medical benefits, including prescription drug coverage, during retuement This postretirement benefit plan, referred to as
the retiree health and welfare plan, is contributory and provides benefits 16 retirees, their covered dependents and beneficiaries.
Retiree contributions are adjusted annually. The plan also contains fixed deductibles, coinsurance and out-of-pocket limitations.
The basic life insurance plan is noncontributory and. covers retirees only. Optlonal jife insurance coverage is available for some
retirees; however, the retiree is responsible for the full cost. BNSF's policy is to fund benefits payable under the medical and life
insurance plans as they come due. Generally, employees beginning salaried employment ‘with BNSF subsequem to
September 22, 1995, are not eligible for medical beneflts dunng retlrement ' :

]
In September 2006, the FASB issued SFAS No: 158, Empioyers Accounrmg for Defmed Benefrr Pensfon and Orher Posrrenremenr
Plans-an amendment of FASB Statements No. 87 88, 106 and 132(R), which requires the recognition of the overfunded or
underfunded status of a defined benefit postretirement plan in the Company's balance sheet. As a result, effective December 31, 2008,
the Company began recognizing actuarial gains and losses and prior service costs, for which recognition had been deferred.under
the previous guidance as a component of other comprehensive oss, net of tax, until these costs are included in net cost.
Additionally, the pronouncement eliminates the option for the Company 1o use a measurement date prior to the Company’s fiscal
yearend effective December 31, 2008. SFAS:No. 158 provides two approaches to transition to a fiscal year-end measurement
date, both of which are to be applied prospectively. Under.the first approach, plan assets are measured on September 30, 2007,
and then remeasured on January 1, 2008. Under the, alternative approach, a 15-month measurement will be determined on
September 30, 2007 that will cover the pericd: until the fiscal yearend measurement is required on December, 31, 2008. As.the
Company currently uses a meastrement date of September 30,itis currently evaluatlng which measurement transition alternative

it will use. \ - , i . ' : o

The following tables show the incremental effect of applying S_FAS No. 158 to both the Company’s pension and retiree health
and walfare plans on individual line items in the Consolidated Balance Sheet as of December 31, 2006 {in millions):

Pension and Retiree Health and Welfare Benefits

Balances Prior to

Adoption of SFAS ' b S Ending

R No. 158 and the Minimum Balances Prior SFAS No. 156 ° Balances after

Minimum Liability ©  Liability  to Adoption of Adoption - . -Adoption of

Adjustment Adjustment  SFAS No. 158 Adjustments  SFAS No. 158

Pension asset » 8§ 158 $ - $ 156 $ {156 $ -

Total assets ' % 321,799 . $ - $ 31,799 & (156). .§,.31,643

Pension liability ‘ S 52 $ - $ .52 - % (52 8 . -

Additional minimurn pension liability § 47 . 6a) - % 353 (353} $ -

Liability for retiree health and v -

welfare benefits : 5 . 257 - £ 257 {257} % -

Pension and retiree health and ‘ . . oo :

welfare liability e 8 - - $ - 630 $ 630

Deferred income taxes - $1! 8240 - - 24 $ B4 -+ - 48 $ 8216

Total libilities -7 % 21387 S @0) S 21,3270 8 (8O . $ 21,247
AOCL - L s (241 $ 40 $ (201 s 8 8 eI
Total stockholders” equity $.10,432 $ 40 $ 10,472 - § (78 $ 10396 °
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. Componenis of the net cost for these plans were as follows {in millions):

| ) )
Y Lo . Pension Benefits . Retiree Health and Welfare Benefits

Year ended December 31, S L D 2008 |0 2008 2004 2006 . 2005 2004
Service cost . $ 25 l $ 20 % 19 $ 3 - § 2 $ 3
Interest cost ' L 94 I . 95 97 15 17 20
Expeeted return pn plan assets ' R (97) {102} {113) - ) - -
Actuarial loss”, : . - 48 .25 12 . 3 - 5
Net amortization and deferred amounts : - . - = A7) (8} {4)

Net cost recognized $ 68 ' § 38 $ 15 $ 14 3 11 $ 24

The prolected beneflt obllgatlon is the present value of beneflt earned to date by plan pamupants including the effect of assumed
future salary increases and expected healthcédre cost trend rate increases. The following table shows the change in projected
benefit obligation based on the September 30 measurement date {in mi Ilons)

. : . : g i e o Ratiree Health and
i . e . Pansion Benefits Woelfare Benefits
Change in Benefit Obligation : ' SR 2006 2005 2006 2005
Benefit obligation at begmmng of penod . § 1,858 $ 1,70 " $ .295 $ 299
Service cost . - ' - : 25 20, . 3 2
interesi cost . . : - ' : - 94 95 15 17
Plan participants’ contributions : _ - ) - 8 .8
Actuarial loss (gain) S o . : (18) 156 19 M
Medicare subsidy : o C - - _ - 1 -
'Benefits paid . C- " {129) {123) - (30 (30}
Pro;ected benefit obligation at end of period ’ ) 1,830 ' 1,858 3N 295
Component representing future salary increases . . (76) {10B) - = -
Accurnulated benefit obligation at end of period ] $ 1,754  § 1,753 $ 3in ' 295

Bath the BNSF Retirement Plan and the BNSF Supplementa! Rettremem Plan had accumulated and prejected benefit obligations
in excess of plan assets at September 30, 2006 and 2005.

|The foflowing table shows the change in‘p.lar},assets of‘the plans based on the September 30 measurement date (in millions):

Retiree Health and

Pension Benefits Woelfare Benefits

Change in Plan Assets ‘ L - 2006 2005 2006 . 2005
Fair value of plan asseis at beginning of period ’ $ 1,347 $ 1,276 $ - 5 -
Actual return on plan assets : o - 126 176 = -
Employer contribution : 50 18 21 22
Plan participants’ contributions ’ : ) - - 8 : 8

. Medicare subsidy . L . . _ _ ; 1 C L
Benefits paid o . o {129) . {123) (30} {30}
Fair value of plan assets at measurement date o -$ 1,394 $ 1,347 $ - 5 -

* Adjustment for fourth quarter contribution $§ M a % 45 $ 6 $ 5

L
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The following 1able shows the funded status, defined as plan assets less the prolected beneflt obllgauon .as of December 31
(in millions): et . f - . , .

. Retiree Health and

. Pensio'n Benefits - ! _ Welfare Benefits
’ 2006 2005 2006 2005
" Funded status {plan assets less projected benefit obligations) $ (325) . $ (466 $ (305) $ (290}

Of the combined pension and retiree health and welfare benefits liability of $830 million recognized as of December 31, 2006
$26 rnllllon was included in other current liabitities. .
’ A ]

"Prior to December 31, 2008, actuarial gains and losses and prior service costs were not recognlzed in the Company's Consoildated
Balance Sheets, but were only included in the footnote disclosures. Beginning-on December 31, 2006, upon adoption of SFAS
No.-158, the Company began recognizing these costs in the Consolidated Balance Sheet through an adjusiment to AQCL..
Begmnmg in 2007, the Company will recognlze ectuanal gains ‘and |osses and prior service costs in AOCL as they arise. The

- following table shows the pre-tax change in AOCL attribuiable to the companents of the net cost and the change in benefit

-obligation {in milliens): ' )

. :Perlsion Benefits Retiree Health an:i Walfare"Beneﬁts

Change in AOCL o 2006 |, 2005 " 2004 - - 2006 2005 2004
Balance at January 1, ) $ 417 - 8 353° $ 359 $ - $ - % -
Increase (decrease) in minimum [ Lo .

liability inciuded in-other : ' i . : ’ -

comprehensive loss prior to ' Lo . . : e T

adoption of $FAS No. 158 - . {64) 64 (6) - - -
SFAS No. 158 adoption adjustment N 76, © - .= . 48" = -

Balance at December 31, * - - $ 429‘ ¢ % M7 % 353 $ 48 % - ) $ -

i

The estimated net actuarial loss and prior service credit for these defined benefit pension plans that will be amortized from AOCL
into net periodic benefit cost over the next fiscal year'is expected to be $38 mnllon and less than $1 million, respectively. The
estimated net aciuarial loss and prior service credit for the retiree health and welfare benefit plans that will be amortized from
AOCL into net periodic benefit cost over:the next fiscal year is expected to be $6 million and $8 million, respectlvely Pre tax
amounts currently recogmzed in EOCL consist of the followmg (in mllhons)

B Retiree Health and -

, Pension Benoefits Welfare Benefits
. 1
T ' . b 2006 2006
Net actuarial loss . . ° _ o $ 430 -8 7T
Prior service cost . ' . {1 {29)
Pre-tax amount recognized in AQCL at December 31, ) 428 48
Aftertax amount recognized in AOCL at December 31, $ 264 . $ 29
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The following tables show the amounts recognized in th? Consolidated Balance Sheet and a reconciliation of the funded status
of the plans with amounts recorded in the Consolidated Balance Sheets for periods prior to the adoption of SFAS No, 168
{in millions): | . L .

cot T S ; Retiree Health and
, e . . Pension Benefits Walfare Benefits
December 31, ) ) ‘ b 2005 2005
.+ PR . | L . L
Accrued benefit cost o $ (361) $ (265}
AOCL " : ‘ : o . o 417 : -
Net amount recognized - b . o . 8§ BB $ (265)
PR - ) v E . . - L ) .
o . . ) - . . . - Retiree Hea'!‘th and
_ ] ’ : ) . Pension Benefits " Welfare Bennfits
December 31, . e - . 2005 ' 2005
Fair value of plan assets as of September 30 i ’ . $ 1,347 s -
Benefit obligations as of September 30 . 1,858 295
Furided status (plan assets less benefit obligations) | ‘ (511) (295)
Amounts not recognized: —_— - - .
Unrecognized net loss . e . 524 61
Unrecognized prior service cost ‘ . 2y - : (36)
Adjustment for fourth quarter contribution | ' ) 45 5
Net amount recognized as of December 31, | : % 56 . § (265)

L
The expected long-term rate of return is the return the Co‘mpany anticipates earning, net of plan expenses, over the period that
benefits are paid. It reflects the rate of return on present investments and on expected contributions. In determining the expected
long-term rate of return, BNSF considered the following:|(i) forward looking capital market forécasts; (i) historical returns for
individual asset classes; and {iii) the impact of active portfolio management. :

The assumﬁtions used in accounting for the BNSF plans were as follows: |

]

! 1

‘

Pension Benefits Retires Health and Welfare Benefits
Assumptions Used to Determine Net Cost for s . B =
Fiscal Yaars Ended December 31, ‘ 2006 2005 2004 2008 2005 2004
Discount rate . 5.25% 5.75% 6.00% 5.25% 5.75% 6.00%
Expected long-term rate of return on plan assets 8.00% 8.00% 8.25% -% -% -%
Rate of compensation increase 3.90% 3.90% 3.90% 3.90% 3.90% 3.90%
- A P . - - Retiree Health and
Pension Benefits - Waelfare Benefits
Assumptions Used to Determine Benefit T o h - -
- Obligations at September 30, i 2006 2005 2006 2005
Discount rate . 550%  525% 550%  5.25%

Rate of compensation increase : 3.90% 3.90% 3.90% 3.90%
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The tollowi'ng table presents assumed health care cost trend rates: .

+ . . . .

Dacember 31, ' ' 2006 - 2005 - 2004
Assumed health care cost trend rate for next year - ' . 10.00% 10.50% 10.00%
Rate ‘to'which health care cost trend rate is expected . ’ L
" to decline and remain - ) 5.00% 5.00% . 5.00%

Year that the rate reaches the ultimate trend rate . i 2012 . 2012 2010

Assumed health care cost trend rates have a significant effect on the amounts reported for the health care plans. A one percentage
point change in assumed health care cost trend rates would have the following effects:

One Percentage- One Percentage-

- -~ Point Increase _ Point Decrease

Effect on total service and interest cost ' . $ 2 $ ()
" Effect on post retirement benefit obligation . : $ 25 $ (21}

The gualified BNSF Retlrement Plan asset allecatron at September 30, 2006 and 2005 and the target atlocatron for 2006 by asset

category are as follows:” ' t

Percentage of Pansion Plan

: Target Allocation Assats at September 30,
Plan Asset Allocation ‘r 2006 e 2006 . 2005
Equity Securities oL " 45- 75%" T 63% 64%
Fixed Income Securities 20 - 40% ) 28 28
Real Estate ' ' 5=15% 9’ ' e 8

Total _ ) _ L _ 100% . 100%

The general investment objectlve of the BNSF Retrrement Plan |s to grow the plan assets in reIatlon to the plan liabilities white
: prudently managing the risk of a decrease in the plan’s assets relatlve to those liabilities. To meet this objectwe the Companys
management has adopted the above asset allocation ranges This allows flexrblhty 10"accommodate market changes in the asset
classes wrthm defined parameters.

In the fourth quarter of 2006, the Company made a requrred contribution of $2 mllhon to the BNSF Supplemental Hetlrement Plan
and a voluntarily contribution.of $108 million to the BNSF. Retirement Plan. The Company is not requrred to make any contrlbutlons
to the BNSF Retirement Plan in 2007 Additionally, the Company expects to make benefit payments in 2007 of approxrmately
$6 mrlllon and $23 millton from its non-qualified defmed beneht and retiree health and welfare plans respectively.
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‘years thereafter {in mi Ilons:l

14. Stock- Based Compensatlon

80 s " L

BNSF

i}

The following table shows expected‘benefit payrnents frpm these defined benefit pension plans and expected claim payments
and Medicare Part D subsidy receipts for the retlree health and_ welfare plan for the next five fiscal years and the aggregate five

¥ . Expected Pension ' Expected Retiree . .
? ;o k : Plan Benefit Health and . Expected’
Fiscal year L . - . . e T ' Payments® Welfare Payments. Medicare Subsidy
C2007 . o e T . %128 . $ 28 0 $°@
- 2008 o T ' AR /< 2 S )
L2009 S L TR k- L - T
2010 oo ' S < B "25 "3
2011 S T 13 "2 {3)
20122016 ‘ : . s ' 688 : 134 (15)
a Prtmanly consists of Qualified Dafined Beneﬁt Plan payrnenls which are made from the plan trust and do not reprasent an immediate
cash outflow to the Company. . . : VI : :

*

DEFINED CONTRIBUTION PLANS SRR S

T . " i xS . t. . . ' ‘ . , .
BNSF sponsors qualifies 401(K) plans that cover substantially all employees and a non-qualified defined contribution plan that
covers certain officers and other employees. ENSF matches 50 percent of the first six percent of non-union employees contributions
and matches 25 percent on the first four percent of a l|rr|t|ted number of union emplayees’ contributions, which are subject to”
certain percentage limits of the employees earnings, at each pay period. Non-union employees are eligible to receive an annual
dlscretlonary matching contribution of up to 30 percent of the first six percent of their contributions. Employer contnbutrons for
all non-union employees are subject to- a five-year Iength of service vesting schedule. BNSF's 401(k) rnatchmg expense was
$28 m||||on $£20 million and $17 million |n 2006 2005 and 2004, respectlvely

. {
OTHER

.

Under collective bargaining agreements, BNSF part|C|pates in multu-employer benefit plans that provide certarn post- retlrement
health care’and life insurance benefits for eligible umonlemployees lnsurance premlums pa:d attributable to retirees, which
are generally expensed as incurred, were $44 million, $43 inillion and $33° rnllllon in 2008 2005 and 2004, respectively (see
Note 1 to the Consolldated Financial® Statements for other deferred beneflts payable to certain conductors, trainmen and:
locomotive engineers). . . . !

A . P . -

On April 15, 1993, BNSF shareho'ders approved the Burlmgton Northern Santa Fe 1999 Stock Incentive Plan and authorlzed
20 miltion shares of BNSF common stock to be issued in|connection with stock optlons restricted stock, restricted stock units

~and performance stock. On Apnl 18, 2001, April 17, 2002 Apnl 21 2004 and April 19, 2008, BNSF shareholders approved the
" amendments to the Burl:ngton Northern Santa Fe 1999 lStock Incenttve Plan which authorized addmona i awards of 9 million,

6 million; 7 millicn and 11 million shares respectively, of BNSF common stock to be issued in connection W|th stock options,

" restricted stock, restricted stock unlts and performance stock. Approxrmately 12 million common shares were availabie for future

grant at December 31, 2008,

Add|t|onally, on April 18, 1996, BNSF shareholders approved the non-employee directors' stock plan and guthorized 900,000
shares of BNSF common stock to be issuediin connection with this plan. Approximately 500,000 common shares were available
for future grant ai December 31, 2006 ' ' . ‘

STOCK OPTIONS . " S S

Under BNSF's stock plans, options may be granted to directors, officers and salaried employees at the fair market yalue-of the
Company’s commen stock on the date of grant. Stock optien grents generally vest ratably over three years and expire within ten

years after the date of grant. Shares issued upon exercise of options may be issued from treasury shares or from authorized hut .

unissued shares. : _ ) . . o o
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-The fairvalue of each option award is estimated cn the date of grant using the Black-Scholes option- pncmg model The followrng
assumptrons apply to the options granted for the penods presented . : -

‘

‘Year ended December. 31, ] o . o i o L 2006 ! 2005 T 2004
Weighted average expected life (years) e ; - ’ .7 .45 . 45 . . 3.9
Weighted average expected vdlatiFity o ' . ' _ 24.0% . - 24.0% 26.1%
Weighted average dividend per share O i N - $§ 081 - $-069. $ 0861
Weighted average risk free interest rate : . ' ’ : 476% * - ~ 375% .  3.45%
Werghted average fair value of optlons granted per share - $ 20.51 T 811.33 $ 7.03

e P o

Expected volatilities are based on historical yolatility cf the Company's stock, implied volatilities from traded options on the Company's
stock and other factors. The Company uses historical expenence with exercise and post-vesting employment terminaticn behavior
to determfne the options’ expected lite. The expected In‘e represents‘the penod of time that options granted are expected to be
outstandrng The risk-free rate is based on the U.S. Treasury rate wrth a maturity date corresponding fo the options’ expected life.

»

|
A summary of the status of stock optlons as of and for the year ended December 31 2006 is presented below (optrons in
thousands Aaggregate intrinsic value in miilions): r -

i

~ L '

'Weighted Average

)
'}
'
'
i

" . ‘ " Remaining - .
) . . Woeighted Average Contractual Term Aggregate
Year anded December 31, 2006 o . L. Options Exercise Prices {in years) , Intrinsic Value
* ', + - A -
: Balance at beglnmng of year ) 18,281° $ 3245
Granted b oang T 79.83
Exercised T - . , 1 < {4,763) * 30.49
Cancelled = - - | - Loy [/ T VA
Balance at end of year - e L' 15,060 - ©$ 38.37 5.16 T ' § 535
Onptions exercisable at year end i 11,629 $ 32.30 o 419 . - § 48B4
i ’ ' y '

- The total intrinsic value of optlons exermsed was $222 mrllron $232 m|II|0n and 5140 mll ion for the years ended
December 31, 2006, 2005 and 2004, respectively. ! . -

1

v

L] [

OTHER INCENTIVE PROGRAMS ~ |

BNSF has other long-term incentiye programs that utiiize restricted shares/units. A summary of the status of restricted shares/,
ynits and the werghted average grant date tarr values as of and for the year ended December 31 20086, is presented below

{shares in thousands): R f .
i .

. . \ . BNSF Incentive BNSF Discounted
Year ended U . | Bonus Stock ' Stock Purchase .
December 31, 2006 ) Time Based ; Performance Based - ' Program Program Total
Balance at beginning - : l ' , A T
of year - . 1,464 - § 34.80 - B50-.$ 41.99 1,127 §.38.47 70. § 37.27 3.211 $37.38

Granted ) ’ ’ . 319 179.88 _ 2355 80.17 . 66 81.31 13 81.31 633 80.16

. Vested T : (490} 28.44 (2) 4089 {313} 2574 (19 2538 (824) 27.37
Cancelled = . (26)  45.64 (18) , 50.34 . (190 _47.70 - L .{63) :.47.65

Balance at end of year *. 1,267 $.48.40 765 $ 53.50 . 861 § 46.19 64 $4879 - 2,957 § 4910

+
t
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A summary-of the weighted average grant date fair mar|
December 31, 2005 and 2004, is presented below:

!
ket values of the restricted share/u‘nits as of, and for the.years ended
- . I

A
.

Grant Date Fair Market Value of Awards Granted
B oo : et
Year ended December 31, 2005 e

- Year ended December 31‘, 2004

BNSF.

i ,
{ BNSF Incentive Discounted
B Performance Bonus Stock  Stock Purchase
Time Based ° Based - Program - Program
. N .- .
- $ 4923 $ 4321 4§ 4758 $ 4691
$ 3272 $ 3272 . $ 3197 $ 31 .84

<

B

A summary of the fair value of the restricted sharefunits
presented below:

s,

'
]

vested dunng the years ended December 31, 2008, 2005 and 2004 is

voe
'

" P LT - BNSF :
, .BNSF Incentive Discounted '
N Parformance Bonus Stock ~ Stock Purchase '
Total Fair Value of Shares Vested {in rrlillior_ns) Time Based Based Program Program Total
Year ended December 31, 2006 &;I 42 $ - "$ 25 M $' 68
" Year ended December 31, 2005 e $|'44 $ 11 $- 8 - $ 1 $ 64
Year ended December 31, 2004 22 % - $ 5 $ - $ 27

Time-based awards are granted to senior managers withi
Company. They generally vest over three years, although i

~ employment.

n BNSF primarily as a retention tool and to encourage ownership in the
1 sorme cases up to five years, and are contingent on continued salaried

+

Performance-based awards are granted to senior managers within BNSF to encourage ownership in the Company and to align

management’s interest with those of.its shareholders,
contingent on the achievement of certain predetermlnec
. and continued salaried employment

Parformance-based awargs generally vesi over three years and are
corporate performance goals (e.g., feturn on invested capital (ROIC))

Additionally, related to the 2006 and 2005 performance-llaased grant elrgrble emp oyees may also earn performance stock that
will be granted in 2009 and 2008 contingent upon achievement of higher. ROIC goals and continued salaried employment The

Company has committed to a maximum-grant of approx1

Certain employees were eligible to exchange through thel

payment of their bonus for grants of restricted stock. In §
bonus payments for awards of restricted stock were no |

Rl

"nately 235,000 and 316,000 shares respectrvely

Burlington Northern Santa Fe Incentive Bonus Stock Program the cash
eptember 2005, the program was amended 50 that exchanges of cash

"

onger permitted after February 2006 -

’

Certaln other salarled employees may par'ucrpate in the BNSF Dlscounted Stock Purchase Program and use their bonus to

purchase BNSF commeon stock at a discount from the.ma
year pericd,

rket price. These shares |mmedlately vest but are restricted for a three-

Shares awarded under each of the plans may nat be sold or used as collateral and are generally not transferable by the holder

until the shares awarded become free of restrrctrons Co
Plans is shown in the followmg table {in millions):

mpensation cost, net of tax, recorded under the BNSF Stock Incentive

Compensation cost
Income tax benefit

B
*

2005 2004

$ 37

{14)

3N
(12}

Total

23 $ 19

Compensation cost capitalized
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At December 31, 2006, there was $109 millien of total unrecognized compensation cost related to.unvested share-based
compensation arrangements. That cost is expected to be recognized aver a weighted-average period of 1.38 years.

"~

15. Common Stock ariq‘ Preferred Capital Stock o ' S s .
COMMON STOCK - Sl . e

BNSF is authorized 1o issue 600 million'shares of common stock, $0:01 par value. At December 31, 20086, there were 358 million
shares of common stock outstanding. Each holder of common stock-is entitled to one vote per share in the election of direétors
and on all matters submitted to a vote of shareholders. Subject to the rights and preferences of any future issuances of preferred
* stock, each share of common stock is entitled to receive dividends as may be declared by the Board of Directors (the Board) out
of funds legally avaitable and fo share ratably in all assets available for distribution to shareholders upon dissolution or Irqurdatron
No holder of common stock has any preemptlve right to subscribe for any securities of BNSF

PREFERRED CAPITAL STOCK : o .

At December 31, 2008, BNSF had 50 million shares of Class A Preferred Srock $O 01 par value and 25 million shares of Preferred
Stock, $0. 01 par value ‘available for issuance. The Board has the authorrty to issue such stock in one or more senes to fix the
fiumber of shares and (o] frx the desrgnatrons and the powers, rights and qualrfrcatrons and restrictions of each series. As of
'December 31, 2006 no Class A Preferred ‘Stock had be?n |ssued

v

SHARE REPURCHASE PROGRAM - v K AR

In July, 1997-the Board authorized the repurchase of Up to 30 million shareé of the Corfipany’s common stock from time-to time
through ében rmarket transactions or otherwise. In December 1999, April 2000, September 2000, Ja'nL:'ary 2003 and December 2005,
the Board authorized extensrons of the BNSF share repurchase program, addmg 30 mrllron shares at each date to the total shares
.previously authorized brrnglng BNSF's share repurchase program to 180 million shares Durrng 2006 2005 and 2004, the Company
repurchased approximately 18 million, 14 ‘million and 10 million, respectively, of its common stock at average prices of $73.43
per share, $54.85 per share and $35.98 per share, respectivaly. Total repurchases through December 31, 2008, were 166 million
* shares at a total average cost of $34.18 per share, leaving 14 million shares available for repurchase out of the 180 million shares
presently authorized. Additionially, during 2008, the Company repurchased shares from employees at a cost of $30 million to.
satisfy tax withholding obligations on the vesting of restricted stock or the exercise of stock options.

In February 2007, the Board authorized the extension of the current BNSF share repurchase program, adding 30 million shares
to the total of 180 million shares previously authorized. '

In December 2005, the Company entered into prepaid forward transactions 1o purchase $600 mitlion of the Company's common
stock whereby a net settlement in shares would occur upon settlement of the transactions. In February 20086, these transactions
were settled, and approximately 8 million shares were delivered. While the transactions had no impact on the shares outstanding
at the end of 2005, outstanding shares used in the caleulation of 2006 earnings per share were reduced by approximately 8 million
shares when the transactions were settled in late February. The Company accounted for the transactions in accordance with
Emerging Issues Taskforce (EITF) 00-18, Accounting for Derivative Financial Instruments Indexed to, and Potentially Settled in,
a Company's Own Stock, which required that the $600 million prepayment be recorded as a reduction in equity in 2005. When
the final settlernent was made in February, this reductron in equity was reclassified from prepatd forward repurchase of treasury
stock to treasury stock.
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16. Accountlng Pronouncements . = B o L e L .
In September 20086, the FASB issued FASB Staff Position (FSP) AUG AlR- t Account.'ng for Planned Major Maintenance Activities.
Under the previous guidance, four alternative methods of accounting for planned major mamtenance actlwtues were permitted,
However, with the issuance of this FSP ‘the accrue-in-advance mathod of accountmg for planned ma;or malntenance acttvmes
will na longer be allowed, effective the flrst fiscal year beginning after December ‘|5 '2006. The Company currently uses the ot
accrue-in-advance method of accountmg for leased locomotive overhauls, which includes the refurbishment of the engine and
related components. Beginning on January 1, 2007 the Clompany will transition to the deferral method and will apply this change
retrospectively for all financial statements presented. Correspondi ingly, BNSF ‘will eliminate the lrabrhty recorded from the accrue-
in-advance methodology and.establish an asset for overhauls that have been performed. Prospectrvely the asset willbe amartized
to expense until the next oyerhaul or the end of the Ieaee, whichever is first, typically between 6 and 8 years, The offset will .
resuit in an increase of. approximately $125 miljion {0 thie 2005 opening retained 'earnings batance. Net income for the years
ended December 31, 2006 and 2005 is expected to increase as compared with amounts currently presented by approximately
$2 million and $3 million, respectively. : ) .

. June 2008, the FASB issued FIN 48, Accountmg for Uncertamry in Income Taxes—an interpretation of FASB Statement No
108, Accountrng for Income Taxes. The Interpretatron addresses the determination of whether tax benetlts claimed or expected
to be clalmed on a tax return should be recorded in the fmanmal statements. Under FIN 48, the Company may recognize the tax
benefit from an uncertain tax posmon only if it is more tlkely than not that the tax position will be sustalned on exarmination by
the taxing authorities, based on the technrcal merits of th!e posmon The tax beneflts recognrzed in the financiai statements from.
* such a position should be measured baséd on the 1argest: benefit that has a greater than’ fifty percent fikelihood of being realized
upon ultrmate settlement. FIN 48 also provides gwdance cI)n derecognition, classification, interest and penalties on income taxes,
accountrng in interim pericds and requires 1ncreased disclosures. The provisions of FIN 48 are effective begmmng January 1, 2007
The impact of the Company’s reassessmen_t of its, tax.poertlons in accordan_ce with the requirements of FIN 48 is expecied to

be immaterial; however, the Company is awaiting acditicnal guidance expected to be issued in March 2007,
. e . A i 1 : . N
See also Note 13'10 the Consolidated Financial Staternents for information regarding the adoption of. SFAS No. 158,
' ' . . e . .o Ceat e : . . : P .
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_ 17. Quarterly FinanciaI-Data—Unau‘dited: S RN T R ¢ . o
Dollars in millions, except per share data ! Fourth® Third Second First
2006 ' . . -

-'— ' A . - [ ' . ' .

Revenyes e oy $ 3,882 $ 3939 .5 37 $ 3,463
Operating income e " “$ 942 "% 9207 $ 863° $ 792
Netincome . - ' "o % i e es $ 519 % 488 - $ 470. +$ 410
Basic earnings per share . “ . $ 145 % 136 . $ 130 .8 12
Diluted earnings per share SRS PO $ -1.42 $ +1.33- -$ 127 $ 1.09
Dividends'declared per share . "$. 0256~ $. 025 $ 020 ‘s 020
Common stock price®” + < - b i . - . " ' .

High- ' ° - + . $.°80.35 $ 79.20 $ B6.62 $ 8338

Low ' ) $ 72.77 $" 64.82 $: 71.96 $ 68.32

' , ;
2005 ! A )

1

Revenues i $ 3,550 $ 3317 $ 3,138 $ 2,982
QOperating income - o $ BOO $ 778 $ 710 $ 634
Nat income : | $ 430 $ a4 $ 368 $ 3
Basic earnings per share g ] & 1.18 $ 1127 $ 088 $ 086
Diluted earnings per share 1 $ 1.3 $ 1.09 $ 096 $ 083
Dividends declared per stare A | $° 020 $ 020 $ 047 $ 0.7
Commen stock price® : . .

“High ! $ 71.33 $ 59.32 § 53.99 $ 55.66

Low | $ 56.67 $ 4751 $ 46.30 $ 4505

a 2005 operating income, net income and earnings per share include an impairment charge related to an agreement to sel certain line
segments to the State of Naw Mexico of $71 million pre-tax, $44 million net of tax, or $0.12 per basic and diluted share.

b Average of high and low reporied daily stock price

*
i
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Item 9. Changes in and Dlsagreements With Accountants on Accountlng and Financial Dlsclosure
None i - l

ltem 9A. Controls and Procedures
Based on their evaluation as of the end of the period covered by thls annual report on Form 10-K, BNSFs principal executive
officer and pnnmpal financial officer have concluded that BNSF's dlsclosure controls and procedures {as defined in Rules 13a-15{e)
and 15d-15(e) of the Securities Exchange Act of 1934) are effective to ensure that information required to be disclosed by BNSF
in the reports that it files or submits under the Securities Ex'change Alct of 1934 is recorded, processed, summarized and reported
within the time periods specified in Securities and Exchange Commission rules and forms and that such information is accumulated
and communicated to BNSF's management, including its principaliexecutive and principal financial officers, as appropriate to
allow timely decisions regarding required disclosure. Additionally, as of the end of the period covered by this report, BNSF's
principal executive officer and principal financial officer have concludéd that there have been no changesi m BNSFs internal control
over financial reporting that occurred during BNSF's fourth fiscal quarter that have materially affected, or are reasonably likely to
materially affect, BNSF's internal control' over financial reporting. ) . 1

'
o

Item 9B. Other Information
None.
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Part (Il : . S o I

Item 10. Drrectors, Executive Officers and Corporate Governance

Information concerning the directors of BNSF will be provided under the heading * Item 1: Election of Directors; Nomlnees for
Directors” in BNSF's proxy statement for its 2007 annual meeting of shareholders, which will be filed with the Securities and
Exchange Commission no later than 120 days after the end of the flscal year, and the information under that headlng is hereby
incorparated by reference.”

TS L \

Infofmation concerning tﬁe executive officers of BNSF is included in Part 1 of this Report on Form 16-K.

Information concerning compliance with Section 16ia} of the Securities Exchange Act of 1934 will be provided under the heading
"Communications and cher Matters; Section 16(a) Beneficial Ownership Reporting Compliance” in BNSF's proxy statement for
its 2007 annual meeting of shareholders, which will be filed with the Securities and Exchange Commission no later than 120
days after the end of the fiscal year, and the |nforrnat|on under that heading is hereby |ncorporated by reference.

Informatlon concernlng the Directors and Govérnance Com mmee 's policy with regard to consrderat:on of any director candldates
recommended by. shareholders will be prowded under the heading "Communicaticns and Other. Matiers; Procedures for
Hecommendmg Dtrector Candidates” in BNSF s proxy statement forits 2007 annual meeting of shareholders, which will be filed
with the Securities and Exchange Cornm|55|on no later than 120 days after the end of the fiscal year, and the information under
that headmg is hereby incorporated by reference

Information. concerning the Audit Committee.and the Audit Committee Financial Expert will be provided under the heading

Governance of the Committee; Board Committees; Audit Committee” in BNSF's proxy statement for its 2007 annual meeting
of shareholders which will be filed with the Securities and Exchange Commission no iater than 120 days after the end of the
fiscal year, and the information under that healdmg is hereby incorporated by, reference into the Form 10-K.

The Company has adopted a Code of Ethics for'the Chief Executive Officer and Senior Financial Officers {Code of Ethics) applicable
to the Chief Executive Officer, Chief Financial Officer and Controller. A copy of the Code of Ethics is available on the Company’s
website at www.bnsf.com under the "Investors Link," and any waiver from the-Code of Ethics will be tlmely disclosed on the
Companys website as WI|| any amendments to the Code of Ethlcs

ltem 11. Executive Compensation .

information concerning the compensation of directors and executive officers of BNSF will be prowded under the headings
“Directors’ Compensation,” “Compensation Discussion and Analysis” and * Executive Compensation” in BNSF's proxy statement
for its 2007 annual meeting of shareholders, wh|ch will be filed with the Securities and Exchange Cormmission no later than 120
days after the end of the f|scal year, and the information under those headings is hereby incorporated by reference.
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Item 12. Security Ownershlp of Certain Beneficial Owners and Management and Related Stockholder Matters .
Certain information about BNSF s equity compensation plans is set forth in the table below (number of shares in-thousands) as
of December 31, 2006: e . . r 2 . L

. ’ . . - DR ]

, L . Lo . | Number of Shares . K
‘ ’ ’ to Be Issued upon  Weighted Average
h : ’ : Exercise of Exercise Price of -

Outstanding Outstanding  Number of Shares

Options, Warrants  Options, Warrants Available for

Plan Category . . . . y and Rights and Rights Future lssuance
Equity compensation plans approved by sharehotders, - . : 15,060 -, $ 3837 . < 12,477
Equity compensation plans not approved by shareholders - - o o= T : - L. —

Total ] . . - k | 15,060 . - $ .38.37 12,417
Information concerning the ownership of BNSF equity securities by clertain beneficial owners and by management will be provided
under the heading "Stock Ownership in the Company; Certain Benefrmal Owners and Ownership of Management” in BNSF's
proxy statement for its 2007 annual meeting of shareholders, whrch will be filed with the Securities and Exchange Commission
no fater than 120 days after the end of the fiscal year and the |nformat|on under that headlng is hereby mcorporated by
reference. : : s :

Item 13. Certain Relatlonshrps and Related Transactions, and Dlrector Independence
information concernung certain relationships and related transactions will be provided under the heading “Governance of the
Company: Director Independence and: Réview of Related Party Transactlons in BNSF's proxy statement for its 2007 annual
meeting of shareholders, which will be filed with the Securities and Exchange Commission no latér than 120 days after the end
of the.fiscal year, and the information under that heading is hereby, incorporated by reference. . -

“
V-

i

Item 14. Principal Accountant Fees and’ Serwces
Information concernrng principal accounting fees and services WII” be provided under the headrng “ltem 2’App0|ntment of
Independent Auditor; Independent Auditor Fees” in BNSF's proxy statement for its 2007 annual meeting of shareholders, which
will be filed with the Securities and Exchange Commission no later than 120 days after the end of the frscal year, and the
mformatlon under that headlng is hereby rncorporated by reference. ; . L,

¢
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Part IV ' : ' .,
. ' . - ! . . d v

item 15. Exhibits, Financial Statement Schedules - T C o

fa) The following documents are filed as part of this report:

- ' (-
;. - DI B

*

1. Consolidated Financial Statements—see ltem 8.

Schedules are omitted because they are not required or applicable, o the required infarmation is incIqud in the Consolidated
Financial Statements or related notes.

2. Exhibits:

-

See Index 1o Exhibits beginning on page E-1 for a description of the exhibits ﬁ_h_ed as a part of this Report on Form 10-K.
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Signatures

Pursuant to the requirements 6f Section 13 or 15(d} of the,SeCLlJrities Exchange Act of 1934, Burlington Northern Santa Fe

Corporation has duly caused this report to be signed on its behalf[by the undersigned, thereunto duly authorized.

~

BURLINGTON NORTHERN SANTA FE CORPO}IATION

By: . Jsf ‘Matthew K. Rose

Dated: February 16, 2007 ' ‘ ‘ M:anhew_ K. Rose ‘
' Chairman, President and Chief Executive Officer

Pursuant to the reguirements of the Securities Exbhange Act of 1934, this report has been signed below by the following persons'

on behalf of Burlington Northern Santa Fe Corporation and in the capacities and on the date indicated.

SIGNATURE - TITLE

"fs/ Matthew K. Rose Chairman, President and Chief Executive Officer
Matthew K. Rose {Principal Executive Officer),| and Director -

/s/ Thomas N, Hund Executive Vice President ang Chief Financial Officer
Thomas N, Hund (Principal Financial Officer)

/s/ Paul W. Bischler Vice President and Controlle'r
Paul W. Bischler {Principal Accounting Officer)

Isf A\ar\ L. Boeckmann* Director

Alan L. Boeckmann

Is/ Donald'G. Cook* ' Director
Donald G: Cook

/s/ Vilma S. Martinez* Director
Vilma S. Martinez

/s/ Marc F, Racicot* Director )
Marc F. Racicot _ o

/s/ Roy S. Roberts* " Director
Roy S. Roberts

/s/ Marc J. Shapiro® Director” _‘
Marc J. Shapiro !

/s/ J.C.Watts, Jr.t ' Director
J.C. Watts, Jr.
. /s/ Robert H. West* " Director

Robert H. West

/s J. Steven Whisler* Director
J. Steven Whisler

/s/ Edward E. Whitacre, Jr.* Director
- Edward E. Whitacre, Jr.

*By: . /s/ Roger Nober

Dated: February ;IB, 2007 - ’ Rolger Nober
: Executive Vice President Law and Secretary

P
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Burlington Northern Santa Fe Co'rporati:on and-Subsidiaries

Exhibit Index

' ) o ’ . - ' Incorporated by Reference {if applicable)

Exhibit Number and Description . Lo Form File Date File No. - Exhibit

' - ‘1 ' .

{3) Articles of Incorporatlon and Bylaws

t

3.1 Amended and Restatec Certificate of Incorporation of 10-Q s 8/13/1998 . o 111536 3.1
’ BNSF dated December 21, 1994, as amended. : . e

3.2. By-Laws of Burlington Northern Santa Fe Corpore{tion,
as amended and restated, dated Decemnber 7 2008. **

{4) Instruments defining the rights of security holders,

inclyding indentures .
ol

- 4.1 " indenture, dated as of December 1, 1995, between 8-3 - . 2f8/1999 - 333-72013 4
BNSF and The First National Bank of Chicago, as'li'rustee. . )
4.2  Form of BNSF's 6 1/8% Notes Due March 15, 2009. 0K - - 31311999 1-11535 4.2
43 Form of BNSF's 6 %% Debentures Due March 15, 2029. 10K 3/31/1999 111535 43
4.4 Form of BNSF's 6.70% Debentures Due August 1, 2028, 10K 3/31/1999 1-11535 . 44
65  Form of BNSF's 7875% Notes Due Aprit 15, 2007 10K 2/12/2001 111536 45
- 46  Form of BNSF's B.125% Pebentures Due April 15: 2020. , iO—K 2/12{2001 1-11535 46
47  Form of BNSF's 795% Debentures Due August 15, 2030. 10K " 27127200 111535 4.7
48  Form of BNSF's 6.75% Notes Due July 15, 201, T Q. 8/3/2001 s A
4.9  Form of BNSF's 5.90% Notes Due July 1, 2012. . 10-Q . 8}9/2002 1-11535 4.1
410 Officers' Certificate of Determination as to the terms of - 8K 12/9/2004 © 111535 4.1

BNSF’s 4.875% Notes Due January 15, 2015, mcludlng
Exhihit A thereto, the form of the Notes.

4.1 Indenture, dated as of December 8, 2005, between S-3°ASR " 12/8/2005 " 333130214 - 4.0

BNSF and U.S. Bank Trust National Association, ‘
as Trusiee. , ] ‘
4.12 Certificate of Trust of BNSF Funding Trust |, executed S-3ASR " 13/8/2005 T 333-130214 ) 4.3

and filed by U.S. Bank Trust National Association,
Linda Hurt and James Gallegos, as Trustees.

4.13 Amended and Restated Declaration of Trust of BNSF 8K 12/15/2005 1-11535 4.4
Funding Trust |, dated as of December 15, 2005. .

4.14 Guarantee Agreement between BNSF and U.S. Bank ' 8K 12/15/2005 1-11535 - 4.5
Trust National Association, as Guarantee Trustee, dated L. .
as of December 15, 2005. '

4.16  First Supplemental Indenture, dated as of - - 8-K - 12/15/2005 - 1-11535° 46
December 1%, 2005, between BNSF and U, S Bank Trust
National Assomanon as Trustee.

. Agreement as to Expenses and Liabilities dated as of ’ 8-K 12/15/2005 1-1163% . 4.4

4.16
- December 15, 2005, between.BNSF and BNSF Funding {Exhibit C}
Trust I : ! ) .
4.17  Form of BNSF Funding Trust 1's 6.613% Trust Preferred 8K 12/15/2005 1-11535 - 4.4
- Securities. - . ) . ) {Exhibit D}
418 Ofiicer's Certificate of Determination as to the terms of 10-Q 10/24/2006 1-11535 ' 4.1

BNSF's 6.20% Debentures Due August 15, 2036,
including the form of the Debentures.

Certain instruments evidencing long-term indebtedness of BNSF are not being filed as exhibits to this Report because the total amount
of securities authorized under any single such instrument does not exceed 10% of BNSF's total assets. BNSF will furnish copies of any
material ingtrumenis upon request of the Securities and Exchange Commission.
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Exhibit Number and Description
{10} Material Contracts

10.1

10.2

0.3

0.4

105

10.6

10.7

10.8

10.9

10.10

10.11

10.12

- 10.12.1 Amendment of Burlington Northern Santa Fe Estate

222

10.13

10.14

10,15

10.16

Burlington Northern Santa Fe Non-Employee. Durectors

, Stock Plan, as amended and restated

September 21, 2006.* . i
’ 4

Form of Burtington Northern Santa Fe Non-Employee
Directors’ Stock Plan Director’s Restricted Stock Unit
Award Agreement.”

Form of Bﬁrlington Northern Santa Fe Non-Employee
Cirectors’ Stock Plan Nen-Qualified Stack Option Grant
Agreement.*

BNSF Railway Company Incentive Compensation Pian,
a5 amended and restated April 19,-2006.*

Burlington Northern Santa Fe Corporation Deferred
Compensation Plan, as amended and restated effactive
December 8, 2004.* **

Burlington Northern Santa Fe Corporation Senior
Management Stock Deferral Plan, as amended and
restated effective Dacember 9, 2004~ **

Burlington Northern Santa Fe Incentive Bonus Stock
Program, as amended and res:ated effective
September 14, 2005.*

L

Burlington Northern Santa Fe 1996 Stock Incentive Plan,
as amended and restated September 21, 2006.*

Burlington Northern Santa Fe Supplemental Retirement
Plan, effective October 1, 1996, as amended ihrough‘
July 21, 2005.* -

Retirement Benefit Agreement between BNSF and
Matthew K. Rose, as amenced and restated
September 2%, 2006.*

Retirement Benefit Agreernem dated January 16, 2003,

betwesn BNSF and John P Lanigan,*

Burlington Northern Santa Fe Estate Enhancement
Program, as amended. and restated effective
November 1, 1996.*

Enhancement Program, dated December 3, 1998.%

Termination of Burlington Northern Santa Fe Estate
Enhancement Program, dated September 17, 2003.7 *

Form of BNSF Change-in-Control Agreement, as
amended and restated September 21, 2006 (applicable
to Messrs. Rose, Hund, Ice, Lanigan, Moreland and
Nober and one other executive officer).*

Burlington Northern Santa Fe Corporation Supplemental
Investment and Retiremeant Plan, as amended f
September 12, 2006.* !

Burlington Northern Inc. Director’s Charitable Awiard
Program.* .

Burlington Northern Santa Fe Salary Exchange Option
Program, as amended and restated October 1, 2004.7

Incori)oéated by ﬁefererlce (if applicable}

. T

Form Fila Date File No. Exhibit
0-Q 10/24/2006 1-11535 101
8K 5/23/2005 111535 . 10.1‘
8K . 12115/2004 131535 99.9
8-K | 4/24/2006 1-11535 10.2
8K . 9/19/2005 1-11635 101
-10-Q- 10/24/2006 - 1-11535 103 °
AT .
8K 7/22/2005 1-11535 10.1
- 10-Q .10124/2006. 111535 10.5
10K 2/13/2'004. 111535 10.29
10-K 405 3/31/1997 111535 10.15
10a 8/11/1999 | 1-11535 10.2
10-Q° 1’0124/2066 : 111535 10.4
10-Q 10/?4/2006 1-11535 10.6
10K 4/1/1996 111535 10.22
10K 111835 1018

2/15/2005
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10.17
10.18
10.19
10.20
10.21
10.22

| 10.23
10.24

10.25
10.26

10.27

10.28

10.30

10.31

10.28

* ' -
LR . RO T bt .
“o. g

Exhibit Number and Description ' R } ’

Burlington Northern Santa Fe 1999 Stock Incentuve Plan,

as amended and restated September 21, 2006 * ;

Form of 1998 Stock Incentive Ptan Stock Optlon Award
Agreement Terms and Conditions.*’

Form of 1999 Stock Incentive Plan Master Restricted
Stock Award Agreement.* )

Form of 1999 Stock Incentive Plan Reload Stock Optlon
Agreement.™ . i

Form of 1999 Stock Incentive Plan Excharige Option”

Grant Agreement.* ) R
1
]

Form of 1999 Stock Incentive Plan Senior Management

Stock Deferral Plan Award Agreement.®

Form of 1999 Stock Ingentive Plan Executive }
Agreement.* '

Form of 1999 Stock Incentive Plan Performance Stock
Award Agreement.* . I

Form of 1999 Stock incentive Plan Award'Ag}eemslant
Including Netice of Grant and Master Stock Optlon

" Terms and Conditions, dated May 2, 2005 tlncentwe

Stock Cptions).* | .

]
i

Form of 1999 Stock Incentive Plan Award Agreement
Inciuding Notice of Grant anc Master Stock Optlon
Terms and Conditions, dated May 2, 2005 {Incentive
Stack Options and Non-gualified Stock Options). ™ |

Form of 1999 Stock incentive Plan Award Agreement
Including Netice of Grant and Master Restricted Stock
Unit Terms and Conditions, dated May 2, 2005.% |

Form of 1999 Stock Incentive Plan Netice of Grant of
Incentive Stack Options and Non-Qualified Stock
Options and Award Agréement.* K

Form of 1999 Stack Incentive Plan Incentive Bonus
Stock Program Award Agreement.”

Amended and Restated Benefits Protection Trust '
Agreement by and between Burlington Northern .
Santa Fe Corporation and Wachovia Bank, dated |
January 16, 2005 - '

Burlingten Northern Santa Fe Dlrectors [
Retirement Plan.* ) |

10.31.1 Termination &f Burlington Northern Santa Fe Directors'

10.32

10.33

10.34

Retirement Plan, dated July 17 2003.% **

Form of Indemnification Agreement déted as of
September 17, 1998, entered into between BNSF and
directors.*

'
+

Form of Indemnification Agreement dated as of |
September 17, 1998, entered into between BNSF'and:
certain officers, including Matthew K. Rose, Thomas N.
Hund, Carl R, Ice, John B Lanigan, Jr., Jeffrey R. |
Moreland, Roger Nober and Peter J. Rickershauser.®

Burlington Northern Santa Fe 2005 Deferred ,
Compensation Plan for Noen-Employee Dlrectors
affective April 21, 2005.*

- 30.35 Burlington Northern Santa Fe beferred Compensation

Plan for Directors, as amended and restated
December 9, 2004.* **

Incorpor;ted by Reference (if applicable}

Form File Date " . File'No. . Exhibit ..
10-Q 10/24/2006 -~ 1-11535 - 10.2
8K " 21812004 1-11535 99.2
8K 12{15/2004 1-11535 99.3
% o T . .o

8K 12/15/2004 1-11535 89.4
8K 12/15/2004 1-11535 995
B8-K 12/15/2004 1-11635 99.6
8K 12/15/2004 - 1-11535 - 987 .
8K 5 B/6/2005 1-11535 - 104"
BK 5/6/2005 1211535 10.1
gk 5/6/2005 © 1-11536 "10.2

“ foo %04

) SN
B-K 5/6/2005 1-11535 10.3
'y . . - . .

aK -A2/115/2004 1-11525 99.1
10K .2/17/2006 1/11535 10.38
10K - - 21512005 1-11535, . 1022 -
10-K 4/1/1996 1-11635 10.27
10K 3/31/1999 311535 " 10.37
10K " 3/31/1999 111535 10.38
8K 4/26/2005 1-11535 10.1

E-3
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Exhibit Number and Description

10.36 Replacement Capital Covenam ‘dated as of .
December 15, 2005, by BNSF in favor of and for the
benefit ot each Covered Debtholder {as defined therain).

10.37 Summary of Executive Officer Compensation
for 2007.% **

10 38 Summary of Non—Employee Dsrectors Compensatlon
for 2007 * **

{12} Statements re: Computation of Ratios.

Computation of Ratio Earnings to Fixed Charges.**

121

-

(21) Subsidiaries of the registrant

21

Subsidiaries of BNSE** .

Incorporated by Reference {if applicable)

Form File Date File No. 'Exhibit .

{23} Consents of experts and counsel

231

4

(24] Power af Attorney

241

{31) Rule 13a-14{a)/15d-14{a) Certifications

Consent of PrlcewaterhouseCoopers LLP“

.

Power of Attornay.**

1.1 Pnr{cmal Executive Officer's Certifications Pursuant 1o
Rule 13a-14{a) (Sectlon 302 of the Sarbanes Oxley Act of
2002).4* .

31.2  Principal Flnanmal Officer's Certlflcatlons Pursuant to

_ Rule 13a- “14(a} (Section 302 of the Sarbanes Oxley Act of
2002).%*

. 132) Section 1350 Certifications ' S _
Certification Pursuant to Rule 13a-14{b} and 18 U.S.C: §

1350 (Section 906 of the Sarbanes-Oxiey Act of
2002).**

321

(99) Additional Exhibits

Certification Pursuant to Section 303A.12 of the'New
York Stock Exchange Listed Company Manual, **

99.3

"* Management contract or.compensatory plan

** Filed herewith

10-K 217120086 1-11635 . 10.41 "
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Exhibit 12.1

Burlington Northern Santa Fe Corporation and Subsidiaries ‘ . ' C
Computation of Ratio of Earnings to Fixed Charges . : R L
in millions, except ratio amounts i ' ‘

{Unaudited) ot - a
. Year ended December 31,
‘ 2006 2005 2004 ., 2003 2002
Earnings: ' \ :
Income before inc;omé taxes and cumulative effect - _ ' L
of accounting change’ ' $ 2992 $ 2448 § 1,273 . § 1231 $ 1.216
Add: ) )
Interest and other fixed charges, . . -
excluding capitalized interest o 485 . 437 -, 409 - 420 - 428
: . ! ' :
a . 1 B g
Reasonable approximation of portion of
rent under long-term operating leases ) _
representative of an interest factor ] 261 221 195 . 182 178
Distributed income of investees Do . .
accounted for under the equity method 3 ‘ 4 ., .4 3. . 3
Amortization of capitalized interest .4 '8 8 8 8
-, .o . oo B e
Less: . -
Equity in earnings of investments - : -, Ca
accounted for under the equity method 27 15 . 9 14 3 17
Total earnings available for fixed charges © §3718° $ 3103 % 180 S 1,830 .5 1816
' [ : L : .
Fixed charges: o : SR +
Interest and fixed charges, o Y $ 499 - § 480 . $ - 419 $- 429 $ 441
Reasonable approximation of portion
of rent under long-term operating leases : ‘
representative of an interest factor =~ . 261 221 - 195 o182 178
i i .
Total fixed charges ' $ 760 $ 671 $ 614 $ 611 $ 619
Ratio of earnings to fixed charges . 4.89x 4.62x 3.06x 3.00x 2.93x
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Exhibit 31.1

Principal Executive Officer’s Certlflcatlons SO S T
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 S S T

1, Matthew K. Rose, certify that:

- ' - -

. I have reviewed this annual report on Form 10-K of Burlington Northern Santa Fe Corporation;

—_

' 2. Based ori,rfﬁ/ knowledge; this report ddes not contain any untrue statement of a material fact or omit to state a material

Date: February 16 2007

o] \ .
fact necessary to make the statements made, in Ilghlt of the circumstances under which such statements were made, not
misteading with respect to the period covered by this report; :

3. Based on my knowledge, the financial statements and other financial information included in thrs report, fairly present |n'
all material respects the financial condmon results of operations and cash flows of the regrstrant as of, and for, the periods
presented in this report;

-

4. The registrant's other certifying officer and | are re:sponsible for establishing and maimeining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e} and 15d-15(e}} and internal control over financial reporting (as
defined in'Exchange Act Rules 13a-15(f} and 15d-15(f)} for the registrant and have: - !

a) Designed such disclosure controls and procedure&ls, or caused such disclosure cantrals and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, inoludin‘g its consolidated subsidiaries,
is made known to us by others within those entities, particularly during the period in which ,thi_s report is being
prepared, :

b) Designed such internal control over financial reporting‘ or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting
principles; . .

cl Evaluated the effectiveness of the registrant’s dilsclosure contrels and procedures and presented in this report aur
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation' and

d) Disclosed in. thrs report any change in the registrant’s internal control over financial reporting that occurred during the
ragistrant’s fourth fiscat quarter that has materially affected,-or is reasonably likely to materlally affect, the reqistrant’s
internal control over financial reportrng. and

5. The registrant’s other certifying'officer and | have dislclosed based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons

performing the equivalent functions):

a} All significant deficiencies and material Weaknessels in the design or operation of internal control'over financial reporting,
which are reasonably likely to adversely affect the regisirant’s ability to record; process summarize and report fmancra'-

information; and ) . b .
. 5 .

b)Any fraud, whether or not material, that mvolves management or other employees who have a significant role in the
‘registrant's internal control over financial reporting

- - - . . -

P P FNER

s/ Matthew K. Rose -

! Métthew K. Rose
Chtairman, President and
Chief Executive Officer
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Exhibit 31.2 , ' PR AR
Principal Financial Officer’s Certifications . R S T R Tt LT

Pursuant to Section 302 of the Sarbanes Oxley Act of 2002 - - . & ‘ i

T S LT UL DU WL

I, Thomas N. Hund, certify that: ' !

1 | have revrewed this annual report on Form 10-K of Burhngton Northern Santa Fe Corporation;

- - -

2. Based on my knowledge thrs report ‘does not contam any untrue statement of a material fact o omlt to state a matenal
fact necessary 1o make the statements made, in. Iught of the curcumstances under whrch such statements were rnade not

mrslead:ng wrth respect to the penod covered by this report . . . A

3. Based on my knowledge, the financial siatements and other financial information included in this report, fairly presant in

all material respects the financial condition, results of operatlons and cash flows of the registrant as of, and.for, the penods
presented i in thls report; b
. . 1
4:The regrstrants other certifying officer and | are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a 15{e) and 15d- 15[e)) and internal control over financial reporting (as.

defined in Exchange Act Rutes 13a-15(f) and 15d-15{f}} for the regtstrant and have

. .
iy ! L4 ' - i - LTSRS R

LI

a) Designed such disclosure controls and procedures, or caused such dlsclosure controls and procedures to be des:gned
under our supervision, to ensure that material mformatlon relating to the registrant, including its consolidated subsidiaries,
is made known to us by others within those entmes particularly during the period in which this report is being

prepared; - ‘ . . E L

t
b} Desrgned such internal control over f|nanC|al|report1ng or caused such internal control over financial reportmg to be
designed under our supervision, to provrde reasonable assurance regarding the reliability of frnancral reporting and the
preparatron of financial statements for external purposes |n accordance W|th generally accepted accountlng
principles; * R : e : "

! ; R
¢) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by

this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s.internal control over financial reporting that cccurred during the
registrant’s fourth fiscal quarter that has materially affected, or is reasonably likely to matenially af‘fect the registrant's
internal control over financial reporting; and

2

5. The regrstrant s other certifying officer and | havie disclosed, based on our most recent evaluation of internal control over
iy . financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions): ] :

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting,
which are reascnably Irkely to adversely af'fect the registrant’s ability to record process, summarize and report financial
|nformat|on and

b) Any fraud whether or not material, that |nvo|ves rmanagement or other employees who have a srgmfrcant role in the
. reglstrant s internal control over financial reportrng

Date: February 16, 2007
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. ' * /st Thomas N. Hund
. Thomas N. Hund
Executive Vice President and
Chief Financial Officer . T
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Exhibit 32.1

Certification Pursuant to Rule 18 U.S.C. §
(Section 906 of Sarbanes-Oxley Act of 2002

éurlington Northern Santa Fe Corporation

.

tn connection with the Annual Report of Burlington North

.

ended December 31, 2006, as filed with the Securities

1350

?rn Santa Fe Corporation (the "Company") on Form 10-K for the year
and Exchangé Commission on the date hereof (the “Report”), the

undersigned, Matthew K. Rose, Chairman, President and Ciluef Executive Officer of the Company, and Thomas N. Hund, Executive
Vice President and Chief Financial Officer of the Company, each hereby certifies that, to his knowledge on the date hereof:

1. The Report fully complies with the reguirements of

section 13(a) or 15{d) of the Securities Exchange Act of 1934; and

2. The information contained in the Report fairly préqents, in all material respects, the financial condition and results of

operations of the Company. -

Dated: February 16, 2007 -

fs/ Matthew K. Rose

“Matthew K. Rose
Chairman, President and
Chief Executive Officer

A signed original of this written statement required by Sect

i

/s/ Thomas N. Hund

Thomas N. Hund
Executive Vice President and
‘Chief Financial Officer

ion 906 has been provided to Burlington Northern Santa Fe Corporation

I
and will be retained by Burlington Northem Santa Fe Corporation and furnished to the Securities and Exchange Commission or
its staff. upon request.
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Exhibit 99.1

¥

‘Annual CEO Certification ,
{Section 303A.12 (a) of the New York Stock Exchange Listed Company Manual}

As the Chief Executive: Officer of Burlington Northern Santa Fe Corporation and as required by Section 303A.12{a) of the New

York Stock Exchange Listed Company Manual, | hereby certify that as of the date hereof | am not aware of any violation by the

Company of NYSE's Corporate Governance listing standards, other than has been notified to the Exchange pursuant to Section
- 303A.12{b) and disclosed on Exhibit H to the Company's Domestre Company Section 303A Annual Written Affirmation.

i
1

/s/ Matthew K. Rose

é Matthew K. Rose
Chairman, President and _

_' Chief Executive Officer ' , R

i o .

+ May 18, 2006 ) o

1
. ) | ’
_ [This certification is without qualification.]
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